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IMPORTATIONS OF RYE AND BARLEY 


WEDNESDAY, SEPTEMBER 23, 1953 


Unirep Srates SENATE, 
SUBCOMMITTEE ON ANTITRUST AND Monopoiy 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 2:30 p.- m., in room 424, Senate Office 
suilding, Hon, William Langer (chairman) presiding. 

Present: Senator Langer. 

Also present: Thomas B. Collins, subcommittee counsel. 

The Cuamman. The meeting will come to order. You may pro 
ceed, Mr. Collins. 

Mr. Coiuins. Senator Langer, this is a hearing called to develop 
information relative to the importation of Canadian rye into the 
United States. 

Our chairman has specifically requested the staff to obtain some 
information regarding the necessity of having a permit to import 
rve into the United States, and, if there are such permits, to ascertain 
what Government department. issues the permit and the firms that 
have received permits within the last year or so, and the quantities 
of rve that have been imported by these firms using the permits. 

Mr. Chairman, we have with us Mr. Walter A. Davidson of the 
Federal Feed Act Division of the Department of Agriculture, who 
is familiar with the importation of seed rye. I think that Mr. David- 
son can give information that would be helpful on this subject that 
we are studying. 

We also have present Mr. Douglas Bagnell, who is with the Com- 
modity Exchange Authority here in Washington, D. C. 


STATEMENTS OF WALTER A. DAVIDSON, FEDERAL SEED ACT DIVI- 
SION, DEPARTMENT OF AGRICULTURE; AND DOUGLAS BAGNELL, 
COMMODITY EXCHANGE AUTHORITY, WASHINGTON, D. C. 


The Cuairman. We will be delighted to hear from you, Mr. David- 
son. 

Mr. Cotuins. You might cover first of all, Mr. Davidson, whether 
there is any need today for a permit to import rye into the United 
States. My understanding is that since there are no controls on rye 
at the present time and no quotas, therefore there is no necessity for 

& permit, as such ¢ 

Mr. Davipson. That is right. 

So far as the word “permit” is understood to be something com- 
parable to the permits now issued for the importation of seed wheat 
beyond the quotas that are established, there is no permit required 

1 
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for rye. The only thing that is required for importations of seed 
rye are those that come by reason of the Federal Seed Act, requiring 
importations of seed to meet certain standards of quality. Samples 
of the rye and other seed that are offered for import: ition are tested 
and, if the seed meets the certain standard of quality laid down in 
the act, then a notice, as we call it, which may be construed as a permit 
also, is sent to the customs officials, and a copy sent to the importer, 
notifying him that the seed meets the requirements for importé ition 
and may come in, or fails to meet the requirements and is refused 
admission. 

During the fiscal year ending June 30, last, there were only 16,000 
pounds of rye offered for importation and admitted under the Federal 
Seed Act. 

The Cuarrman. What about other kinds of rye, aside from seed ? 

Mr. Daviwson. I would not have any information on that. 

The Cuatrrman. I wanted that information. 

Mr. Couitns. We will hear from Mr. Bagnell, Senator, on that 
phase. 

Mr. Davinson. So the quantity that has come in for seeding pur- 
poses has been, according to these records, rather small in the past. 

Now, since the Ist of “September of this year we have had roughly 
200,000 pounds that were offered for importation intended for plant- 
ing purposes. There were none during July and August. So appar- 
ently the volume this year will be larger than it was last year. We 
are a little inclined to think that there have been some importations 
in anal quantities in the past not declared, even though used for 
seeding purposes, and therefore not reflected in these figures. 

Mr. Cotiins. Now, as far as importation of other types of rye, other 
than seed rye, inasmuch as there are no controls whatsoever, it can 
be imported without any necessity for a permit? 

Mr. Davinson. So far as I am able to determine, that is correct. 

Mr. Couiins. Could you give us for the record, as long as you are 
acquainted with the import: ition of seed rye, the names of the persons 
who imported it by permit or under the Federal Seed Act for fiscal 
1951 and 1952? 

Mr. Davinson. I do not have those readily available to me now, but 
the largest proportion of it was imported, as I recall, by Northrup 
King & Co., a seed company in Minneapolis, Minn., and another quan- 
tity by Klineworth, at Carrington, N. b Jak. Other importations were 
in rather small amounts. 

The importation since the Ist of September has come primarily 
through ports in New York State, and they have gone to seed dealers 
in Buffalo, primarily, including Arthur R. Cohn, Eastern States Farm- 
ers Exchange, and i think there was one for Sanford Feed Co. I be- 
lieve that is all; just those three firms in Buffalo, N. Y. 

Mr. Couuins. Mr. Davidson, I understand that there is a duty of 
6 cents per bushel for the importation of both seed rye and feed rve. 
Is that the current duty, as far as you know? : 

Mr. Davinson. That is something, of course, that the folks in cus- 
toms are better acquainted with than I am, but it is my understanding 
that it is 6 cents per bushel of 56 pounds, regardless of whether it is 
for seed or feed or other purposes. 








IMPORTATIONS OF RYE AND BARLEY 3 


Mr. Couiins. I would like to read a comment from today’s Wall 
Street Journal, September 23, 1953: 

Traders received reports that over the weekend 350,000 bushels of Canadian 
rye were shipped to South Chicago and 70,000 bushels cleared for Buffalo. In 
addition, 660,000 bushels of Canadian oats cleared for Buffalo. This news caused 
selling of oats and rye futures on the Chicago Board of Trade. 

[ would also like to make this information a part of the record: 
That a recent dispatch from Ottawa stated that the carryover of the 
Canadian rye crop was 16.4 million bushels as against 8.1 million of 
the year before. 

Is there anything else, Mr. Davidson, that your Department would 
have on this matter of seed rye that would be helpful to the committee ¢ 

Mr. Davinson. I do not think of anything now. 

Mr. Couuins. Do you have any questions, Senator Langer? 

The CHarman. No. 

Mr. Cotitns. Mr. Douglas Bagnell of the Commodity Exchange 
Authority, Washington, D. C. 

I wonder, Mr. Bagnell, if you could explain for the record your 
position with the CEA, and describe your duties generally ? 

Mr. Baeneti. Yes. My position is Chief, Compliance and Trade 
Practice Division, CEA, having to do with enforcement of the law. 

The objective of the Commodity Exchange Act is to prevent manip- 
ulation in futures markets on the Chicago Board of Trade, the New 
York Cotton Exchange, and other markets dealing in commodity 
futures. 

We are one of the bureaus of the Department, and are charged with 
that responsibility. 

Shall I go into this rye situation ? 

Mr. Coutrs. Yes, please, if you will. 

Mr. Baenety. Going first into the importing angle that Mr. David- 
son just talked about, I did bring some figures on the volume of im- 
ports in recent years, and down to a fairly current date. 

I have a table here that shows the imports for the years beginning 
July 1, 1942, up to 1953. This shows a Guat variation in 
volume. 

The biggest year was 1943-44, when about 8 million bushels came in. 
The smallest was 1947-48 when practically none came in. 

In the current year, in which I imagine you are most interested, 
there has been about 514 million bushels brought in through July of 
this year. That includes the seed rye, such as Mr. Davidson men- 
tioned, and all other rye. 

Mr. Couuins. Do you have anything to show how that would com- 
pare with the importation of a year ago! 

Mr. Bacnext. It is about 3 or 4 times as much. A year ago there 
was 1,300,000, and this year about 5,500,000. If you would like this 
table, it could be put into the record. 

The CuHatrman. Yes, the table will be put into the record. 
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(The table referred to is as follows:) 
UNITED STATES DEPARTMENT OF AGRICULTURE 
COMMODITY EXCHANGE AUTHORITY 


Rue: Imports as grain into the United States from Canada, 1942-48 to 1952-53 


Year [I isands of bushels] 


Beginning July 4mount 


142-48 “ ._ 1,490 
1943-44 ‘ -. 8,324 
1944-45 - 4,145 
1945-46 a " - a 1, 996 
1946-47 1, 641 
1947-48 41 
1948-49 é ; 6, 794 
1949-50 ee ry 
1950—51 3, 045 
1951-—52__- 1, 342 


5, 564 





1952-53 

Source Bureau of the Census 

Mr. Bacne.y. Then, subsequent to July 1 of this year I have the 
figures through September 10—just about 10 days ago, and that shows 
that for July, August, and that much of September, about. 2,300,000 
bushels has been brought in. In other words, in about 214 months, 
almost half as much has been brought in as during the whole last 
year, which was a pretty big year. 

So, I have those figures, if you wish to have them. 

The CHarrMan. We will put them into the record. 

(The table referred to follows:) 


UNITED STATES DEPARTMENT OF AGRICULTURI 
COMMODITY EXCHANGE AUTHORITY 


Rue: Imports as grain into the United States from Canada 


BY MONTHS, JULY 1951 TO JUNE 1953 





Bushel 
Mont! 1951-52 1952-53 

July 591, 592 
August 39, 440 
September 48, 090 
October 6,174 
‘ vernh« 2, 639 
December 147, 258 1, 031, 867 
January 12, 707 470, 984 
February 54, 221 0 
March 135. 736 416, 946 
April 23. 840 1, 524, 475 
Mav 280, 217 991, 389 
June 0 522, 394 

Total 1, 341, 914 5, 56A, O65 
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Rye: Imports as grain into the United States from Canada—Continued 


WEEKLY FROM JUNE 1953 


Thousands 





Weeks ende¢ 
hems cuted of bushels 
953 0 
953 32 
}, 1953 247 
, 1943 70 
, 1953 159 
, 1953 30 
3, 1953 0 
1953 277 
1 1953 162 
pt 3, 1953 290 
*pt 10, 1953 760 
Source: Grain Bran¢ & M.A 


Mr. Couurns. Do you see any connect ion. Mr. Bagnell, between the 
greatly increased importation of Canadian rye into this country, as 
shown by your figures, the increase this year over last year, and the 
fact that today rye is about 90 cents a bushel cheaper than it was a year 
ago? Is there a connection In the importation of this Canadian rye? 
Is _ driving the price of our domestic rye down and causing the Ameri 

1 farmer who is producing this rye to lose out in his fight to try to 
kee : his production up and get a full return on his crop? 

Mr. Bacgneti. I would not like to qualify as an economist, but from 
my observation of the commodity markets, I cow lsay that an import 
fioure of that type certainly would have a bearish effect on American 
prices. 

It does not seem to me that you can very well reach any other 
conclusion. 

The total volume of rye produced in this country, as I am sure you 
gentlemen know, is r: eee from 20 million to 25 million bushels, and 
the imports are running roughly 20 and 25 percent of our total crop. 
So it would seem to me that it would cert: ainly increase our supply, and 
anything that increases supply tends to put prices downward. 

On the question of price, I have made some comparative tabulations. 
I do not have these in form to put into the record because I did not know 
what you wanted until this morning, but these are futures prices in 

Chicago and Winnipeg, and, as you know, the price of a cash commod- 
ity throughout the country hinges pretty much on future prices. Gen- 
e rally, a farmer who sells his r ye in North Dakota to the local elevator 
will have them look at the board and tell him “We will pay so much 
ubove or below Chicago rye.” 

I find that on January 1 of this year Chicago futures were selling 
at about $1.90, and Wi nt about $1.79 or S1.80. 

In other words, Chie ago was about 12 cents a bushel over Winnipeg. 
[ do not need to tell you that Chicago has gone down since then. Those 
figures were January 1. 
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As of the current date, Chicago futures were selling about $1.04 to 
$1.05, having gone down about 85 cents or 86 cents. 

Winnipeg w: “as selling for about $1.04 also. In other words, now there 
are on about an even basis, Chic: ago not only having weakened about 86 
cents, but also having weakened about 12 cents in relation to Wi innipeg. 

Winnipeg has been a firmer market although it has declined in price 
also. 

Those are current prices, of about $1, compared to about $2 of a year 
ago, at the same time. 

Pursuant to your suggestion this morning, we have looked at this— 
and had previously looked at it—from the angle of possible manipu- 
lation in the future markets. 

To prove manipulation we have to show that someone is intention- 
ally operating in a manner for the purpose of putting prices down. 
That is, if a man legitimately buys a commodity and brings it into this 
country and there is no law to prevent him from buying it, even though 
that increase puts the price down we cannot say that that is manipula- 
tion, any more than if a man brings a lot of shoes into Washington, and 
brings the price of shoes down. That is just an increase in supply, 
not manipulation. 

Looking at it from that angle, we do not see anything that I believe 
could be successfully prosecuted as a manipulation case. There is no 
prohibition against bringing rye into the country, and the people who 
are bringing it in and are selling Chicago futures as a hedge against 
the cash rye are doing what you would normally expect an astute 
businessman to do. They see a chance to make a profit and they 
bring it in. 

So, from the point of view of manipulation, we do not see it. 

I will say that we have not investigated the rye imports as thor 
oughly as we have imports of oats. As you know, we did make a 
rather exhaustive investigation of that and, as a result, have filed 
charges against one of the largest importers, and also recommended 
criminal prosecution. 

We thought that we had—and still think that we have—a case of 
manipulation there. We do not see the same picture in rye, although 
a more exhaustive investigation might change our minds, but I do 
not think it would. 

Mr. Cotuins. As of the present moment, you do not think there 
could be any comparable manipulation in the rye market, comparable 
to the manipulation that you found in the oats market ? 

Mr. Baenewt. I do not think so. 

The CnamMan. It is pretty rough on the farmers raising rye in 
this country; is it not? 

Mr. Bacnewi. Well, sir, I would say that that is a fair statement. 

The Cuatmrman. Can the President take any action? 

Mr. Baeneti. As I understand it, Senator—and again, I am not 
an expert on this, the procedure has to be that the Department has to 
find that wagers are having an effect on their price-support pro- 
gram and, I understand that, that means that there has to be 
enough rye ed in to the Government by farmers, under the price- 
support program, to jeopardize the price-support program. 

In other words, under the law, they cannot simply look at price and 
say that prices have gone down so we have to invoke this restriction. 
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They have to be able to establish that that decrease in prices has re- 
sulted in farmers putting so much stuff under the price-support pro- 
gram that it is about to jeopardize that program, 

I have some figures from PMA which indicate that the deliveries 
to CCC under the price-support program have been very small, that 
they were only 81,000 bushels aulvared under that program in 1952 
and 1953; only 1,000 in 1951 and 1952; and 7,000 in 1950 and 1951. 

If the CCC did find that so much rye was being turned over to them 
that it was jeopardizing their program, they then would recommend 
to the President that he direct the Tariff Commission to hold hearings 
and determine whether section 22 of the Agricultural Adjustment Act 
should be invoked to prohibit or limit importations. They are going 
through this procedure right now on oats, I might say. 

If the Tariff Commission found that it was justified to limit imports, 
they would so report to the President, and then the President could, 
as he saw fit, apply their recommendations. 

In the case of oats, last May the Department recommended a limi- 
tation of 23 million bushels, I believe, per year. That is now in the 
hands of the Tariff Commission. They have had hearings, and I 
anys will report something to the President on it in due course. 
Sut, in direct answer to your “question, Senator, the President could 
not just directly do anything, as I understand it, without going 
through this procedure. 

There was one other factor in connection with these imports, that 
is, that deliveries of rye on the Chicago Board of Trade have been con- 
siderably heavier this year than average, and those deliveries do have 
a tendency to lower the prices. 

The people pa sell short in the futures markets can either deliver 
the commodity ¢ r buy back their short contracts. If they buy back 
their short pre Ave acts, it usually means that there is not too much of the 
commodity around, and futures prices usually remain pretty strong. 
If, however, they actually deliver the commodity on the market, it is 
likely to be a depressing factor, and in September of this year, this 
articular month, on the first day of the month, there was 1 million 
a of rye delivered on September contracts, which would gen- 
erally be accepted in the trade as a bearish factor. 

There has been a total of about 2,250,000 bushels delivered altogether 
in September. 

Last May there were about 4 million bushels, and in July, nearly 
4 million bushels delivered. 

Those figures are running, I would say, about double the same thing 
last year. There have been almost double the deliveries on futures 
deliveries this year than last. 

Mr. Coins. Speaking of futures, December rye futures were 
quoted yesterday as $1.10 per bushel in Chic ago, $1.1625 in Minne- 
apolis, and $1.0425 in C anal an money in Winnipeg. 

When you figure that there is a tariff of 6 cents a bushel on Cana- 
dian rye, and add the transportation, loading and unloading costs, 
insurance and other handling, which must be added to make the 
final price, how do people find : it economical and feasible to ship rye 
from Canada to Chicago if the price spread between Winnipeg and 
Chicago is 2bout 6 cents per bushel 

Mr. Bacnewu. I would like to answer that by describing the simi- 
lar situation in oats, because I have not looked into the rye market 

carefully, but I think that the same principle prevails. 
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We caleulated that Chicago would have to be Sor 10 cents a bushel 
ver Winnipeg in order to economically bring oats in and deliver them 

the Chicago market. 

ae I do notice that in recent months, Winnipeg was about 9 

‘as much as 15 cents under Chicago. 

Ter example, back in May it was 15 cents under and in August it 
was 9 cents under. Thus recently I would say that it might have 
been economically feasible to have bought oats in Winnipeg and de- 
livered them to the Chicago market. When it gets down to the pres- 

nt basis of almost even, which it was about the middle of September, 
I do not think that it is feasible to do that. 

I am not suggesting that this is happening in rye, but stating that 
t did happen in oats. 

We found situations where people were short in the Chicago futures 
narket and we charged that by delivering oats on that market they 
put the futures price down and were able to make a profit on their 

hort and speculative operations in futures which would more than 
compensate them for a possible loss in bringing in oats. That ts 
manipulation, and that is what we are charging in the oats market. 
As I say, we do not see that same picture in rye. 

The Cyatrman. How much rye does the country need for its own 
use ¢ é j 

Mr. BAGNeEI Le We ll. histori cally here, Senator. it looks like our total 
domestic disappearance—and _ that includes food, feed, seed, and 
tlecohol, runs roughly 20 million bushels a year. It varies a little from 
19, 22, 21, but I would say roughly 20 million bushels, and we have also 
exported about 4 million to 5 million bushels in recent years. So we 
apparently can normally take care of roughly 25 million bushels, 20 
million for use and probably 5 million for export. 

However, I understand that the export market is very poor at this 
time, that the European demand, according to Canadian rye experts, is 
pretty slack. 

The Cuarrman. Then this rye coming in here is going to be excess 
rye? 

Mr. Baenewy. It certainly looks like it now, to me. 

The CHatrman. Since these farmers have voted on this quota of 
wheatland, reducing it all the way from 20 to 30 percent, it will mean 
that very much more rye is going to be planted in the United States 
this year than for several years last past. Is that not true? 

Mr. Baanevu. Well, I have no direct contact with that end of the 
game, Senator, but it sounds reasonable to me, sir. 

The Cuatrrman. Well, you go through the country and see field after 
field of rye now, and the farmers are compelted to use the land for 
something, and are planting rye. With this Canadian rye coming in, 
it is going to depress the price still more; is it not? 

Mr. Baenect. I think that any sizable imports will tend to put the 
price down. 

Mr. Couiins. In addition, if I may interrupt, I understand that the 
official Canadian export crop report points to 29.7 million bushels this 
vear compared to 24.6 million bushels a year ago. 

When you couple that with the 16.4 carryover, this tremendous 
store of Canadian rye over in Canada, if the present rate of imports on 
Canadian rye keeps up this country will just be flooded with that 
Canadian rye. 
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Mr. Bagnety. And you have the apparent drying up of the Euro 
pean demand, the export demand. The stocks of rye right now in the 
country are pretty large. We find that in ¢ ‘hieago there is in the 
various terminal markets about 5 — bushels on hand as compared 


to about 314 million a year ago, and we find that this Canadian rye 
in this country, either on ships afloat. or in bond in this country, is 
about 600,000 bushels. That is not so large, but it is about 100,000 more 


than it was a year ago. 

The total North American commercial stocks, and that means 
stocks in position to be sold comme rcially, runs nearly 19 millon 
bushels against about 18 million a year ago. 

The Cyatirman. Mr. Witness. what is your suggestion’ How can 
we protect these farmers and insure them getting a decent price‘ 

Mr. BAGNELL. I do not believe, Senator, that my field of activity 
is broad enough for me to make a suggestion on that. My work is 
limited almost altogether to the question of the futures markets. 

The CnarrmMan. Who is there in the Department of Agriculture 
who can tell us that ? 

Mr. Bagne yi. I would imagine that the Chief of the Grain Branch, 
Production and Marketing Administration, could do that. 

If I wanted to get anything on that, I would probably contact 
first Mr. Gordon, who is Chief of the Production and Marketing 
Administration. I think that he has people who would be able to 
give you a much more valuable suggestion on that than I could. 

Mr. Cotirs. But, as far as any investigation, or any cursory look 
see into this rye situation from your agency’s standpoint, your agency 
being more or less the policing body, as far as trading in com 
modities is concerned, you do not find that there might be any 
comparable situation in the rye market today as there has been in 
the oats market ? 

Mr. Baenewi. That is right. I do not see anything which I think 
comparable to what happened in oats. 

The Cuarrman. What about flax? Do you know anything about 
that? 

Mr. BaGneti. No, sir; I do not have the figures on that here at all 
That is, on the question of imports. You were interested in Imports / 

The CHarrMan. Yes. 

Mr. Bagnety. No, sir; I do not have anything on that. 

The Cnairman. Will you have Mr. Gordon here tomorrow after 
noon, and anybody else who may be necessary, to get at this rye 
situation ¢ 

I want to thank you gentlemen very, very much indeed. ‘The people 
are concerned about this situation. 

Mr. Bagnextu. The price has shown drastic moveme wes since July. 
It has gone down about 30 cents in less than 2 months, and is down over 
80 cents since the first of the year, and is just about half of what i 
was last year. I can readily ‘imagine that they are not happy. 

The Cuamman. They are not happy, and the things that they hay 
to buy are pr leed right up where they were. The price of a combine, 
for example, has not gone down. 

Mr. Baenety. I am sure that Mr. Gordon can send somebody. 

(Whereupon, at 3 p. m., the committee recessed to a time to be 
fixed tomorrow afternoon, September 24, 1953.) 
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THURSDAY, SEPTEMBER 24, 1953 


Unirep Srates SENATE, 


SUBCOMITTEE ON ANTITRUST AND MONOPOLY, 


OF THE COMMITTEE ON THE JUDICIARY, 
Washington, LD. C. 


The subcommittee met at 2:40 p. m., in room 424 of the Senate Office 
Building, Senator William Langer (chairman) presiding. 

Present: Senator Langer. 

Also present: Thomas B. Collins, subcommittee counsel; James 
Miller and Miss Eleanor Guthridge, professional staff members. 

The Cuarman. The meeting will come to order. 

Mr. Cotiins. Senator, we have from the Department of Agricul- 
ture Mr. Murray Thompson, Mr. A. R. DeFelice, Mr. Tom Walker, 
and Mr. Ray Suppes. We have Mr. Hendrickson from the National 
Federation of Grain Cooperatives. 

The Cuairman. You may proceed, Mr. Collins. 


STATEMENTS OF MURRAY THOMPSON, OFFICE OF PRICE, PRODUC- 
TION, AND MARKETING ADMINISTRATION; A. R. DeFELICE, 
SOLICITOR’S OFFICE; TOM WALKER, GRAIN BRANCH; AND RAY 
SUPPES, GRAIN BRANCH, DEPARTMENT OF AGRICULTURE 


Mr. Coxtirns. Mr. Chairman. 

This is a hearing continued from yesterday, looking into the matter 
of importations of Canadian rye and its possible effect upon the 
American market and the American farmer. 

The committee is desirous of going into the background to see what, 
if any, reason is behind these increased importations and what ulti- 
mate effect will come out of this. 

The CHatrman. I think these gentlemen ought to have read the 
testimony of Mr. Bagnell. Do you have here? 

Mr. Couuins. I was talking with one of the gentlemen from the 
Department, and they had talked to Mr. Bagnell this morning, and 
they are pretty generally familiar with the testimony. 

The CHairman. Are you familiar with it? 

Mr. Surres. We are familiar with it in a general way; yes. 

The Cuatrman. I see. You may proceed. 

Mr. Couuins. I wonder if -we could have, starting off as a prelimi- 
nary background, from either Mr. Walker or Mr. Thompson from the 
Department, an explanation as to how the rye program works from 
the time the Department sets the price-support level until the time 
the Government takes over the rye or the farmer redeems it. 
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I think that would more or less lay the groundwork, Mr. Walker, 
and give us an explanation of the picture. 

Mr. Wacker. The price-support program operates, I might say 
briefly, in this manner: We establish loan rates for farm loans and 
for warehouse loans, and terminal loan rates. 

The CruarrmMan. Pardon me. You are one of the lawyers in this 

Miss Guthridge. Do you not want to get closer and get this 
record ¢ 

Mr. Miller, you had better get up here, too. 

Mr. Waker. Generally, these price-support loan rates are an- 
nounced ahead of planting time. Upon the harvest of the commodity, 
the producer can go to his local county PMA committee and apply for 
a loan at the Tne loan rate for that particular county where the 
rye is produced, or he can indicate that he would like to get price- 
support insur: cae might call it that—by signing a purchase agree- 
ment with the Commodity Credit, in which the Commodity Credit 
agrees that at time of delive ry of the rye they will take it over at that 
particular rate, which is the same as the loan rate. 

At delivery time, if the prices are lower than the loan rate to such 
an extent that the producer can profit by turning the rye over to the 
Commodity Credit, he will deliver that rye and the Commodity Credit 
is obligated to take it. 

Briefly, that is about the way the price-support program operates, 
not only for rve but for the other commodities. 

Mr. Cotiins. What is the present loan rate / 

Mr. Wavker. The Joan rate for the 1953 crop? 

Mr. Coutts. Yes. 

Mr. Waker. $1.45. I believe that is correct. I want to verify 
the figure. 

Yes, $1.43 is the average for the United States. 

Mr. Cortins. What is the present support price ? 

Mr. Waker. That is the hs sent support price. 

Mr. Couns. I see. 

Mr. Wavker. That is the average for the United States. It varies 
by States, and it will vary by terminals. I believe the Minneapolis 
terminal loan rate is $1.64 per bushel. 

Mr. Cotirns. What is the average current market price ? 

Mr. Wavxer. The current market prices are down to around—you 
are talking about the cash market. not futures? The average for 
September 23 is $1.12 per bushel at Minneapolis. 

Mr. Cotiixs. What was it roughly the same time a year ago, do you 
recall, or do you have the figures ? 

Mr. Waker. Not on that same date, but we can give it to you. 
September 17 a year ago at Minneapolis it was $1.83 to $1.86. The 
ash price ranged between those two figures. In other words, the 
urrent price of rye is low, relatively speaking, compared to last year. 

Mr. Cotuins. To what do vou attribute the difference in price be- 
tween last year at roughly $1.83 and, say, September 17 when it 
was $1.12? 

Mr. Warker. Mr. Chairman, if I may, in answering that question 
[ would like to give some background on the supplies and require- 
ments of rve. 
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The CHatrman. Go ahead and take all the time you want. There 
is no hurry at all about this. Go into it as thoroughly as you want to 
go into it. 

Mr. Waker. We have here what we call a balance sheet of the 
supplies and requirements for rye, in which we show the supplies, 
carryover stocks, plus the production, plus the imports. Then the 
utilization of rye for food purposes, for industrial purposes, if any, 
and for feed, and seed. Then the amount of rye for export. 

For those various items, utilization is shown. 

This is a table of data which you may want to include in the record. 

The Cuatrman. Let the record show it is included. 

(The table referred to was filed for the information of the com- 
mittee. ) 

Mr. Waker. This table shows for 1947-51 the average for the 
5-year period ending with the 1951-52 marketing year. It shows the 
same data for the 1951-52 marketing year, the 1952-53 marketing 
year, the 1953-54 marketing year, which we are now in, and then a 
projection into 1954-55, which, of course, is all it is, just a projec- 
tion. Up to that point we have some rather firm estimates on the 
supplies and requirements of rye. 

For this particular marketing year, 1953-54, in which we have the 
depressed prices on rye, our crop is estimated at 1714 million bushels 
in the United States. We had a carryover supply, on July 1 of 6.3 
million bushels. We have estimated a little more than 6 million 
bushels will be imported. 

The CHamman. Will be imported ? 

Mr. Wacker. Yes. 

The Cratrman. According to the testimony yesterday, nearly that 
much already has been imported. 

Mr. Waker. Not quite. We will touch on that in just a moment, 
if you will permit me, Senator. 

That indicates a total supply of around 30 million bushels of rye, 
as compared to a total supply last year, when the price was higher, 
of 25 million bushels. Our total supply is indicated to be higher 
than last year, which of itself may or may not affect the price of rye. 

The demand for rye apparently will be about the same as for last 
year. With a larger supply indicated, that might have a bearing on 
the lower prices. 

However, the total supplies of rye as we now have in the United 
States do not represent the only factor affecting pric e. If we look i 
the supplies of rye in Canada, we find that last year’s crop, as far 
we know, is a record high for all time in the production of rye i in 
Canada; that the carryover stocks were 16 million bushels, or about 
twice their domestic requirements of rye in Canada. 

With a total supply in Canada of about 4514 to 46 million bushels 
of rye, which is a record high as far as we know, there is, you might 
say, an overhanging influence of those supplies so nearby, that might 
have an effect upon our domestic prices of rye. 

I have some figures here on the imports of rye from Canada, if you 
will bear with me just a minute. The imports of rye from Can: ada, 
July 1, 1953, through September 10, 1953, amounted to 2,326,000 
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bushels, or about four times as great as the same period a year ago 
when 579,000 bushels were imported. 

The Cuamman. What is the total amount imported so far this year ? 

Mr. Waker. For this marketing year, 2,326,000 bushels. 

The CHatrman. From January 14 

Mr. Waker. From January 1, I do not have that figure. We can 
get it for you. 

The Cuairman. Do we have it, Mr. Collins? 

Mr. Conus. I think so. 

Mr. Waker. What I am giving here is on a marketing-year basis. 

The Cuatrman. What is it this year so far? 

Mr. Cours. 1951-52, we imported 1,342,000 bushels; 1952-53, 
5,564,000 bushels. 

Mr. Wavxer. That is on a calendar-year basis? 

Mr. Couurns. Yes. 

Mr. Trompson. I believe that is 1952-53 crop year that you gave. 

The Cuarrman. We are taking it from January 1. 

Mr. Couuins. These are the figures furnished us yesterday by the 
Commodity Exe hange Authority. 

The Cuamman. Go ahead, Mr. Walker. 

Mr. Wacker. The figures I am giving here represent from the be- 
ginning of the 1953-54 marketing year, that is from the 1st of July. 

So these imports coming in at about four times the rate of last year 
may have contributed to the depressed price conditions. 

To summarize the answer to your original question—why are the 
prices today so much lower than they were a year ago—you might 
say our supply situation has improved some over the sup plies we had 
for last year and that our imports are greater. The requirements are 
about the same and the general economic condition affecting farm 
p rices themselves would have some effect. The general decline in 
farm prices would radiate into rye as a commodity and would have 
some effect on it. 

The Cuatrman. What this committee is interested in, Mr. Walker, 
is this: The farmers of this country borrowed for the quarter on 
wheat. There was suppos sed to be 20 percent when we first discussed 
it. As a matter of fact, it was approximately 30 percent last year. 
A farmer with 300 acres of land who seeded only one-third of it to 
wheat suddenly finds he has a lot of land that he has to seed to some- 
thing else. 

As you travel through Minnesota, Montana, North Dakota, and 
South Dakota, as I did last year, everywhere you go you will find rye. 
Maybe it is only 40 acres, maybe it is 100 or 125, but the amount seeded 
out of the entire area is seeded chiefly because of the fact of the quota 
on wheat acreage, you see. 

Undoubtedly supplies are going to be much greater if they are 
having a sood ¢c rop because the »y have a higher acreage. 

What the committee wants to determine is whether or not this price, 
which may be naturally lower if you got a good crop of rye last year 
because of the greater acreage, is going to be further de »pressed by the 
importation of 5 or 6 or 7 or 8 million bushels of rye from Canada. 

Mr. Watker. You want my opinion on that? 

The Cuatrman. I want your opinion on it. 

Mr. Wauxer. I don’t think there is any doubt but that the produc- 
tion of rye will increase; and if we have greater domestic supplies, 
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and then we add onto our domestic supplies the importations of 
unwanted rye, you might say, or rye that is not urgently needed, natu- 

rally, it will depress prices—I don’t think there is any doubt about it— 
below where they would otherwise go. 

The Cuarrman. It would depress the price to the producer ? 

Mr. Waker. Oh, yes. 

The CHarrmMan. Pardon me for interrupting. Go ahead. 

Mr. Waker. That is quite all right. I think that is my answer to 
his question. 

Mr. Corus. In that very same connection, and thinking in terms 
of this period July 1, 1953, through September 10, the importations 
in that period were, roughly, four times over a year ago. ‘There is no 
way of telling whether that trend will continue throughout the rest 
of the year at 4 times the importations of a year ago, but ‘assuming that 
they did, and further assuming that the price-support price is $1.43 a 
bushel on rye today—is that correct ? 

Mr. Wacker. That is today; yes. 

The Cuamman. Get the Wall Street Journal article which you had 
here yesterday. Itsays we imported 350,000 bushels in 1 day. 

Mr. Coxins. Yes. 

The CHatrman. We read that into the record. 

Mr. Coturns. I know the one you are referring to, Senator. 

The CuarrMan. I want to call it to Mr. Walker’s attention. 

Will you please read to Mr. Walker the part that is important. It 
is the part that is marked. 

Mr. Coturns. The Wall Street Journal of September 23: 

Traders received reports that over the weekend 350,000 bushels of Canadian 
rye were shipped to South Chicago and 70,000 bushels cleared for Buffalo. In 
addition, 660,000 bushels of Canadian oats cleared for Buffalo. This news caused 
selling of rye and oats futures on the Chicago Board of Trade. 

Mr. Waker. So it does affect the price. 

Mr. Cotiins. May I continue now, Senator ? 

The CuarrmMan. Proceed, yes. 

Mr. Cotiins. Assuming that you have this increased importation 
from Canada of Canadian rye, plus the domestic production, and the 
price of rye being depressed and the support price being maintained 
at $1.43, if the price of rye on the market at Chicago is, say, $1.10, 
knowing that they could not get a good price for their rye, what would 
the domestic producers naturally do? Put it into Government loans? 

Mr. Warker. That is correct; yes. That is evidenced by this year’s 
operation under the price-support program. As of August 15, I 
believe this report shows, there were some 133,000 bushels of rye 
placed under price support; whereas last year, as of the same time, 
there were only about thirteen or fourteen thousand bushels. There 
is about 10 times as much activity going on right now in the rye 
support program as we had last year when the prices were above the 
price-support level. 

So if you have greater production, and if you have these imports 
coming in at the current rate, you will naturally have prices below 
the price-support level, and with such a situation existing you will 
have increased activity under your price-support program. 

If these prices do not recover by the time of delivery date, that is, 
by the time these loans mature, then the CCC itself would become the 
owner of most of the rye that is placed under price support. 
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Mr. Coxtins. In that connection, has the Department given any 
thought to the need for recommending controls on rye ¢ 

Mr. Wacker. The importation of rye, as well as barley and other 
commodities—I am assuming you refer to the imposition of import 
controls under section 22. 

Mr. Couutns. Yes. 

Mr. Wauker. We have been watching it on rye and barley and, of 
course, on oats we have 2 recommended that import controls 
be imposed under section 22. All we have been doing so far in con- 
nection with rye is that we » have been w: atching these imports. We 
have been getting material on it and keeping our data up to date. But 
as yet we have not prepared any recommendations as to whether we do 
or do not impose import restrictions under section 22. 

Mr. Cotiins. I notice the language in section 22 reads: 

Whenever the Secretary of Agriculture has reason to believe that any article 

‘articles are being or are practically certain to be imported into the United 
States under such conditions and in such quantities as to render or tend to 
render ineffective, or materially interfere with any program * * *, 

ean vuse of the words “practically certain,” in relation to these 
ncreased importations of rye the Department probably would want 
to give some consideration to a study of this, I would assume. 

Mr. Wanker. I agree with you there that the Department will need 
to give some consideration to it. Our chief concern in that connection 
is whether it interferes with our price support operations. If the 
mportation of rye is going to interfere materially with our price sup- 
port programs, then a thorough investigation must be made to deter- 
mine whether import restrictions should be imposed. 

The Cuamman. According to the information given in the testi- 
mony yesterday, it was said the average crop was 25 million bushels, 
and already you have over 5 million bushels of foreign rye, which is 
over 20 percent. He said yesterday over 20 percent has alre: udy come 
in. How are you going to protect the farmer of this country ‘who is 
going to raise more domestic rye, apparently—and you concede that— 
than ever before ? 

Mr. Waker. I wouldn’t go so far as to say we will raise more than 
we ever did before. Our domestic production of rye is at a relatively 
low level. We used to produce considerably more rye than we expect 
will be produced next year, but at that time we were using rye for feed 
in quantities equaling 20 million a year, and we were producing crops 
of 40 to 50 million bushels a year. I don’t remember exactly the figure, 
but that can be supplied. 

So, coming back to your question, I think the Department will 
necessarily have to take some steps to investigate the effects of these 
imports and whether they will hi ke ly materially interfere with price 
uP port programs. If the decision is reached that they will likely 

interfere with pr ice support programs to such an extent as to warr ant 
the i imposition of import restrictions, then I think the Secretary would 
follow through on it. 

The Cuarrman. Rye already has dropped 80 cents a bushel. 

Mr. Wauxker. That is about right. 

The CuatrMan. So there must have been some interference to some 
extent, wouldn’t you say ? 

Waker. That drop was from a level that was conside1 ‘ably 
higher than the price support level. Y om see, $1.83 to $1.86 a year is 
compared with the price support on the 1952 crop. 
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Mr. Suprrs: National average, $1.42, just a cent less. 

Mr. Waker. $1.42. . 

‘The Crarrman. I do not know how many trips you take, but if you 
will take a trip through the Northwest, you will find those farmers 
up there thoroughly dissatisfied. They tell me what they buy is 
approximately as high as it ever was. For example, they mentioned 
Massey- Harris combines which come in from Canada cost $5,500. 
They have not gone down at all, they tell me, since the war. They take 
up the farm machinery and the things the farmer has to buy, and they 
turn to me and say, “Senator, cattle prices have gone all to pieces,” 
putting it crudely. They are down 50 percent, as you know, in some 
instances. They say, “Wheat has gone down, barley has gone down, 
oats have gone down. What in heaven’s name are we going to do since 
we have this quota on the amount of wheat we can raise?” 

It is quite severe. I know farmers who have 160 acres and are 
allowed to raise only 31 acres of wheat. They say, “We have to put it 
in barley, flax, or oats. If these prices are going to continue to sag 
also, how in heaven’s name are we going to exist ?” 

I am trying to find out the answer from you gentlemen, because you 
are the experts. 

Mr. Waker. If the need arises, we certainly must impose restric- 
tions under section 22, which would be following through with the 
tools that are at hand to stabilize prices. 

The CuarmMan. How long will it take you to make that investiga- 
tion on rye ¢ 

Mr. Warxer. That would take probably a month. 

The Cuatrman. In the meantime, if rye keeps coming in at the rate 
the Wall Street Journal says, it will make quite a lot of rye. 

Go ahead, Mr. Collins. 

Mr. Coniins. You mean in connection with section 22. Wouldn't 
that entail hearings before the Tariff Commission, also ? 

Mr. Wacker. It would if it was recommended to the President. 

Mr. Coturns. By the Secretary. 

Mr. Waker. Yes. 

Mr. Cotuins. I wonder if you could give for the record, if you have 
the information available, who are the main consumers, firstly, of this 
rye that is imported. 

Do you know the percentages that go into feed and into distilling? 

Mr. Waker. We don’t know the proportions that go into various 
domestic uses, but we do know something about where it comes into 
the country, like the Buffalo entry for the eastern area, and Chicago, 
and so forth. We have a table of information on that. 

Of the imports last year, 79 percent of the rye came into Chicago, 
about 9 percent into the Buffalo area, and about 10 percent into the 
Duluth-Superior area at the head of the Great Lakes. 

But as to the ultimate end use which is made of this rye, I am as- 
suming it would be about the same as our domestic rye. 

Mr. Cotiins. What about domestic rye? 

Mr. Waker. Our estimates of the amount used for food is about 
5 million bushels; the amount that is fed is about 6 to 7 million bushels; 
and the amount that goes into industrial purposes, principally the 
manufacture of alcohol, liquors, rye whiskies, and what-not, runs 
from about 3 to 6 million bushels. The average for the 1947-51 period 
was 6 million; for 1952-53 it was down to about 3 million. We expect 
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about 5 million to be used in this marketing year that we are in now 
for industrial purposes. 

Then for seed purposes, we have about 5 million that is used an- 
nually. 

I would assume that the rye that was imported would follow about 
that pattern of distribution into our domestic consumption. 

Mr. Coxuins. Is there anything to show the competition between 
the imported rye and the domestic rye / 

Mr. Waker. Not that I know of. 

Mr. Couurns. There is no way of getting into that, as far as figures? 
To put it another way, is there competition between domestic rye and 
imported rye? 

Mr. Waker. Naturally, there is competition, between the two, be- 
cause they are used for the same purposes. There would be com- 
petition. 

The Cuamman. I wonder, Mr. Hendrickson, what is your idea on 
this entire matter? 


STATEMENT OF ROY HENDRICKSON, EXECUTIVE SECRETARY, 
NATIONAL FEDERATION OF GRAIN COOPERATIVES 


Mr. Henprickson. I am Roy Hendrickson, executive secretary of 
the National Federation of Grain Cooperatives. 

We have felt that rye, barley, and oats, the three of them, have to 
be dealt with pretty much in the same category. They are produced 
very much in the same territory. It is a very sensitive problem, and 
has been for a long while. 

We have felt that section 22 simply has been rendered inoperative in 
connection with these commodities, contrary to the apparent intent 
of Congress going away back to the earliest enactments of section 22, 
which go away back into the thirties. Section 22 was reenacted in 
1948, and it was very clear, it seems to me, and it seems to many, that 
section 22, the use of import quotas, was intended to be called into 
use when you face situations not only such as we have right now, but 
which we have had for several years. 

There have been many petitions to the Department of Agriculture, 
including those made by my organization, asking for action under this; 
and in that connection, only one has thus far been taken, and that is 
that an investigation was made in connection with oats. The Presi- 
dent sent it on to the Tariff Commission, and the Tariff Commission 
held hearings some time ago, at which we had an opportunity to testify 
along with the Department, and their decision is still pending. 

I want to express appreciation for your taking an interest in this, 
because it affects not only farmers in North Dakota, but many thou- 
sands of farmers in nearby States. This is an extremely serious 
proble m. 

Take barley alone—there really isn’t any difference. When you 
speak of the situation with respect to — lands taken out of produc- 
tion, the only real difference, | would say, between barley and rye lies 
in the fact that there are certain Sade so-called thin land, which is 
suited for rye and pratically nothing else, for that kind of production. 

But here we find barley coming in here up to September 10, or 
thereabouts, at the rate of 8 million bushels this year, since July 1, as 
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compared with 2 million bushels for that same period a year ago. 
That is four times the rate. 

Out in your country, particularly in North Dakota—it is true in 
Minnesota, South Dakota, Montana, and certain other States—barley 
is raised not to turn over to the CCC, which places its support price on 
the basis of the feed value of barley. Barley is produced to try to 
meet the premium malting market. That premium malting market has 
been pretty well taken away from the United States farmer now, with 
the United States farmer facing a situation where the barley comes 
in from Canada in very large quantities; and is handled there, by the 
way, as well as oats and w vheat, by the Dominion Wheat Board up 
there, so they are in a position to sell at whatever price they need to to 
move it in. The tariffs, as you well know, have been cut sharply in 
connection with this. 

I might just point out how far they have been brought down. The 
barley tariff is now 714 cents a bushel. It was once 20 cents. This is 
a result of the GATT and other agreements. 

In that connection, while I am mentioning tariffs let me bring out a 
point there that I think is very interesting. The barley tariff is 714 
cents a bushel. It takes about one bushel of barley to make one barrel 
of beer. Let’s see what the tariff on beer is. The tariff on beer per 
barrel is $3.875. In other words, if we are going to have a reduction 
in tariffs, let’s have it all along the way, not simply on a commodity 
that is being produced out in the Northwest area. 

In connection with oats, the rate at which that is comin + in so far 
this year, starting July 1, until September 10, was about the same 

rate as last year, ‘about 13 million bushels. Last year we finally got 
in, for the marketing year ended last June 30, 68.6 million. I think 
that is the preliminary. 

Mr. Surres. Final. 

Mr. Henpricxson. The final figures. 

Here we have barley stepping away up; and rye, as you have well 
pointed out, has increased tremendously. 

Where is the American farmer going to market this stuff today, 
with it coming in because of these low tariffs? He is going to turn 
it over to the CCC to the extent he can find space, but it isn’t so 

easy to find space to qualify, oftentimes, for these loans. 

I want to emphasize what you said. You are going to find this 
problem, which has been import: int for several years, it is much more 
important now and it is going to be doubly important next year be- 
cause of the diversion of a good deal of this land which otherwise 
would go into wheat, into these crops. 

Are these crops important? I would like to quote from President 
Eisenhower’s speech which he made at Casson, Minn., last fall, in 
which he listed a number of promises or pledges to the farmers, which 
were very seriously taken and appreciated. His No. 4 promise reads 
as follows—it is a short paragraph and I will read it, if you will 
permit me: 


4. We must find sound methods of obtaining greater protection for our diver- 
sified farms which are our producers of perishable foods and yield a rich variety 
of meat, milk, eggs, fruits, and vegetables that support our nutritious national 
diet. As provided in the Republican platform, the nonperishable crops so 
important to the diversified farmers, crops such as oats, barley, rye, and soy- 
beans, should be given the same protection as available to the major cash crops. 
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That is a very important point. 

At this last session of Congress, I think there were several bills 
introduced proposing that oats, barley, and rye be treated like the 
others. They are not treated like the others. 

For instance, you had a shift from the old parity formula to a new 
parity formula, modified somewhat by what they call transitional 
parity. Actually, I think the parity prices listed for barley and rye 
are roughly 20 percent under the old parity. They have been reduced 
at the rate of 5 percent a year. 

When we speak of 85 percent of parity price supports, you are 
speaking of 85 percent of 80 percent of the old parity. 

I want to point out one other factor which I think is significant 
here. Unfortunately, I didn’t get a chance to make a checkup on 
the rail rates to the head of the Lakes from the Canadian producing 
areas on the one side of the border, and from North Dakota, Montana, 
and so on, on the other side of the border; but these rates for oats 
would be representative, I think, of rye or of barley, for that matter. 

Let’s take two points. We will take towns that are right across 
from each other. We will take to the head of the lakes, Duluth- 
Superior on the United States side, and Fort William and Port Ar- 
thur on the Canadian side. From Northgate, N. Dak., to haul 100 
pounds of oats down to the head of the lakes costs 47.3 cents. From 
Northgate to Saskatchewan, separated, I believe, by only a street, 
there is no emergency charge or tax. They have not had freight in- 
creases. I want to convert this to bushels. In the United States the 
figure would be 15.14 cents per bushel. In Canada, for exactly the 
same weight of oats, it would be just a trifle over 6 cents, the freight 
rate to get it into position for marketing. 

The same is true of various other points, and I am sure it is true 
of rye. 

So, in other words, the transportation advanctage or saving to the 
Canadian side to get it to the head of the lakes in position to ship, 
is such that it more than offsets the existing tariffs on these com- 
modities. 

I can’t tell you exactly when they last had a freight increase in 
Canada, but at the Tariff Commission hearing I had the opportunity 
to cross-examine Jock McIver, who is Chairman of the Canadian 
Wheat Board, who testified there. I really though they had some kind 
of increase during the war period, and so on, but I got back to 1940 
and they have had no increase since before 1940 on their freight rates; 
and, of course, we have had a very, very large number and substantial 
freight rate increases. 

I think it is important, however, that your tariff, whatever pro- 
tection that is supposed to be, is more than offset by this transporta- 
tion saving that they achieve from Fort William and Port Arthur on 
to Chicago. The rates between Duluth-Superior and Fort William 
and Port Arthur are quite comparable. They have a tremendous 
advantage there. 

In conclusion, I simply can’t avoid going back to our feeling that 
there has been a lamentable absence of the use of this very legislative 
tool that is put into the hands of the Department and the Government 
in the form of section 22 in connection with this. It seems silly to 
me to spend Government money here to provide price supports on 
commodities, and have the Government take them over when, with a 
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quota, the domestic supply in the case of rye wasn’t too much out of 
line with demand, and it would have worked out rather well. So our 
price supports are being permitted to serve as a magnet for the Cana- 
dian producer. That, it seems to me, is very unfair to our producers 
and not in the interests of the Government, and quite contrary to the 
spirit and purpose of section 22. 

That is all, Senator. I thank you very much. I would be glad to 
try to answer any questions. 

Mr. Cotxins. You feel that both as to barley and rye, the Depart- 
ment ought to take some action under section 22 / 

Mr. Henprickxson. Yes. We have been hopeful for a long while 
that action might be taken in the case of rye and barley, and I don’t 
know what accounts for the inactivity. It is too bad, because I don’t 

see that there is any real difference between them and oats. 

Mr. Cotirns. Did you have a comment ? 

Mr. Surres. I might bring out the fact, in defense of the Depart- 
ment of Agriculture for not acting quicker, that the price of rye dur- 
ing the current year has averaged each month above the support level 
until May, and that BAE seasonal average price received by farmers 
for rye during the past year was $1.73 compared with the support level 
of $1.42. The previous + year, 1951-52, the seasonal average price re- 
ceived by farmers was $1.52, compared with the support level of $1.3 
and in 1950-51, the aver: gs received by farmers was $1.31 ctainiael 
with the average support level of $1.28. 

Mr. Cotuins. In that connection, you wouldn’t have any figures to 
show how much rye last year went under loan, and contrast that with 
how much rye this year, so far, has gone under loan ¢ 

Mr. Surres. Yes. In 1952 when our production was the lowest on 
record and our supplies likewise were far less than our domestic needs, 
so that we had to import some rye, several million bushels, in order 
even to meet our needs, the farmers placed only 186,000 bushels—just 
a mere woes ketful, you might say—under price support. That was 
equal to only 1.2 percent of the crop. So they weren't in too desperate 
need of price support. They delivered only 81,000 bushels to the 
CCC. The year before, they delivered only 1,000 bushels. The year 
before that 7,000 bushels. 

So I think a word in defense of the Department of Agriculture for 
not moving in this direction up until now is in order. 

Mr. Cotirs. But there is some feeling or there might be some cer- 

tainty that with the continued depressed price of the rye and increased 
imports from Canada, there is a strong possibility, is there not, of 
farmers placing a lot 

Mr. Surres. I am not in a position to say there is not a threat to the 
future. It certainly will demand watching. 

Mr. Cottrns. Speaking of the level of support on rye, what are the 
factors that the Department takes into consideration in determining 
the level of support ? 

Mr. Surres. Maybe you had better take that one, Tom. 

Mr. Wacker. I don’t know whether I am ex xactly prepared on the 
rye to give you the details of the factors taken into account in estab- 
lishing | the loan rate. However, generally in establishing loan rates 
for rye, barley, grain sorghums, those nonbasic commodities, they 
take into account ‘the equivalent feed value as compared to corn, and 
the price-support rate that is in effect for corn. The final decision as 
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to the loan rate, price-support rate, is, of course, in the hands of the 
CCC Board. After they take into consideration the factors just 
named, and other information as to the need for the commodity or the 
participation by producers in the price support programs, they then 
as a Board determine what that rate is. 

Mr. Coxxins. I would like to get your comment or a quote from a 
letter that Senator Langer has received. This is in connection with 
barley, but I think you might be able to give us just your thought on 
this. I quote: 

The facts of the matter are, that practically all barley here in the Red River 
Valley that can get under cover, or that the elevators will store, is going under 
loan. The farmers are getting anywheres from 35 cents down to 15 cents a 
bushel more under the loan program than our markets afford. In other words, 
the American taxpayer is subsidizing the Canadian exporters of barley. 

Do you have any thought on that, any of you gentlemen ? 

Mr. Wacker. I don’t know. 

Murray, do you have any comments on that? 

Mr. THomrson. I was looking up some more factors in connection 
with your question. 

Mr. Cotiins. Would you like me to read it over again? 

Mr. Tuompson. Maybe I should add a little to Mr. Walker’s com- 
ment. 

Mr. Cours. Surely, and then we will go to this. 

Mr. Tuompson. In the Agricultural Act of 1949, Congress has listed 
eight factors which the Commodity Credit Board are to take into con- 
sideration when they are setting the price suport for any nonbasic 
commodity. 

Mr. Coiirs. What are those, Mr. Thompson ? 

Mr. THomrson. Our lawyer wanted me to cite the place in the law. 
I am not used to thinking of those things. It is section 401 (b). 

The first factor is the supply of the commodity in relation to the 
demand therefor. 

The second factor is the price level at which other commodities 
are being supported. 

This is the one that Mr. Walker was talking about: In the case of 
feed grains, the feed values of such other grains in relation to corn. 

The availability of funds; the perishability of the commodity; the 
importance of the commodity to agriculture and the national economy ; 
the ability to dispose of stock acquired through price-support opera- 
tions; the need for offsetting temporary losses of export markets; 
and the ability and willingness of producers to keep supplies in line 
with demand. 

Those all have to be considered. 

Mr. Coturns. Those are all factors that go into the determination ? 

Mr. THomprson. As Mr. Walker said, it is particularly important 
in the case of feed grains to compare the feed value of those grains with 
corn. 

Mr. Cotx1ns. Now let me read this, Mr. Thompson: 


The facts of the matter are, that practically all barley here in the Red River 
Valley that can get under cover, or that the elevators will store, is going under 
loan. The farmers are getting anywheres from 35 cents down to 15 cents a bushel 
more under the loan program than our markets afford. In other words, the 
American taxpayer is subsidizing the Canadian exporters of barley. 
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Mr. THompson. What is the date of that letter ? 

Mr. Cotzins. This was September 15. 

Mr. Tuompson. The first part of it, I would certainly agree with. 
The last sentence, I don’t believe I should comment on. 

The Cuatrman. This is from a very outstanding grain man in my 
State. 

Mr. Tuompson. I don’t think I should comment on the last sentence. 

The Cuatrman. I have no objection to telling you who he is. It is 
Mr. R. F. Gunkelman, Fargo, N. Dak. They have been in business 
there for a great many years, wholesale grain, seed, feed, and agricul- 
tural chemicals. He is an outstanding expert. You have heard of 
him, have you not, Mr. Hendrickson ? 

Mr. Henprickson. Yes. 

The Cuarrman. I just got this letter, and would be glad to have you 
read all of it if you wish. I have no objection to putting it all in the 
record. Do you want to read it all? 

Mr. THomrson. We can read it in the record. 

(The letter referred to follows:) 


R. F. GUNKELMAN & Sons, 
Fargo, N. Dak., September 15, 1958. 
Hon. WILLIAM LANGER, 
United States Senator, Washington, D. C. 

DeArR SENATOR: Earlier in the year, I wrote a number of letters with reference 
to the importation of Canadian barley. From what information we have, it 
seems that the Tariff Commission and some officials in the Department of Com- 
merce were opposed to the restriction of Canadian imports of barley. I read 
some comments made by different officials that this importation had little bearing 
on the price that the American farmer was getting for his product. It has always 
seemed to me that some of these officials of both the Tariff Commission and 
the other departments that are interested in agriculture certainly have never 
made a study of the situation, or are only interested in seeing that our American 
breweries buy cheap barley. 

Now let us look at the present situation. I will quote you from a paragraph 
taken from a letter written to our company by one of the largest handlers of 
barley in Minneapolis: 

“It is just too bad that the Government allows this Canadian barley to come 
in and fill up the Milwaukee elevators, and as a result people like Froedtert 
Malting, who ordinarily would be shipping quite a bit of barley down there, 
are held back due to plugged conditions, and of course that back up in our Min- 
neapolis market, also.” 

The facts of the matter are that practically all barley here in the Red River 
Valley that can get under cover, or that the elevators will store, is going under 
loan. The farmers are getting anywhere from 35 cents down to 15 cents a bushel 
more under the loan program than our markets afford. In other words, the 
American taxpayer is subsidizing the Canadian exporters of barley. In our own 
elevators, we are plugged to the roof with barley. We have recently rented a 
large number of Government bins and have filled these up with barley, so that 
our farmers can get the higher price under the loan than the market will afford 
them, Yesterday, the Minneapolis market had 385 cars of barley, of which a 
considerable number went to the Commodity Credit Corporation. This would 
be very light receipts if we were not competing with the Canadian market, our 
markets would be advancing: but Canada is simply flooding the Northwest with 
barley through the Duluth port. Much of this barley comes by lake from Fort 
William to Duluth, and is then shipped by rail to Milwaukee, Chicago, and St. 
Louis. In my opinion, this whole program is most asinine inasmuch as the Tariff 
Commission on one side allows the importation of barley, and on the other, we 
subsidize our farmers with a loan program that will eventually pile up tremen- 
dous quantities of barley, both in the country and in the terminals. 
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a 


I am fully aware of the fact that you are in touch with this situation, and that 
you have been doing all you could to influence the Tariff Commission to at 
least increase the tariff on barle y if they will not to some extent embargo Cana- 
dian imports. I trust that you will continue to do everything you can to help 
protect the interests of our Northwest farmers. 

Best personal regards. 

Very sincerely yours, 
R. F. GuNKELMAN, Sr. 

Mr. Henprickson. Senator, might I call your attention to one thing. 
You may be familiar with it. Last spring, Apr il 23 and May 8, there 
were hearings before the Senate Committee on Agriculture, whic h are 
—— in this, on the subject of the imports, at which time Mr. 
M. W. Thatcher, who is general manager of the Farmers Union Grain 
ri2 al Association and pre cident of our feder: ation, and a number 
of technical assistants, testified in some detail, both with respect to 
oats, barley, rye, and so-called wheat unfit for human consumption, 
which is also ‘a somewhat se parate problem but a very substantial 
problem. nig! 

The CuHatrman. Of which Senator We lker, of Idaho, is in charge. 

Do you have that testimony with you 

Mr. Henpricxson. Yes. I have several c opies that I brought along 
for your convenience. Here are several more if you need them. 

This was before the Committee on Agriculture. Then you had 
before Senator Welker’s subcommittee, hearings on the unfit wheat. 

The Cuarrman. That is right. And the Senate took action on it 
and passed a bill. 

Mr. Henpricxson. Yes. Although the bill as finally passed, I 
might say, was not satisfactory. It was amended. 

The Cuaimrman. I understand it was amended. 

We will make these hearings a part of the record. 

(The hearings referred to were filed for the information of the 
committee. ) 

The Carman. You may proceed. 

Mr. Corus. I have just a few more thoughts on which I want to 
get some views from the experts of the Department. 

One is this: I understand that in the year 1947 and the year 1948, 
rye sold for $1 a bushel more in Canada than in the United States, and 
during that period American farmers started to go over into Canada 
and attempted to sell their rye over there and get the increased price, 
and Canada stopped that practice of American farmers going over 
there and getting the benefit of the increased price on rye. 

I haven’t been able to locate much on that, and I was wondering if 
you could comment, and what is the background of that? 

Mr. Supres. In 1947-48, we were still in deep trouble, with controls 
on our exports and allocations, and scraping together every bushel we 
could in the United States to ship to hungry countries abroad. Can- 
ada was doing likewise, but she didn’t have an export control on her 
rye, nor an import control, either. We had both at that time. We 
had barely enough rye to take care of our own needs, with very little 
surplus for export at that time. Prices were sky high, the highest in 
many years, in 1947-48. 

Mr. Coturns. Over $4 a bushel. 

Mr. Suprpes. $3.50 and $4 in this country. There was an avid de- 
mand for any grain, rye or anything else, back in those years, com- 
pared with now when there is none, you might say, for rye. So 
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American rye moved up through Canada and was transshipped to 
Europe, where they had ready buyers willing to pay any price for it. 
There was a profit of around $1 a bushel in the transaction. 

It reached the point where our Government oflicials met with the 
Canadian officials and asked them to restrict imports from the United 
States, and they complied. For a period of some 8 months, as I recall, 
there was a complete embargo on shipments to Canada, and that ended 
that type of thing. 

Mr. Coturns. Then actually, I wanted to find out whether that was 
an action taken purely on the part of Canada that stopped 

Mr. Supres. No, it was at our request. 

Mr. Cotuins. During that period, 1947-49, from figures supplied, 
I understand that that year we imported from Canada 41,000 bushels 
of rye. a 

Mr. Supres. Yes. Canada restricted shipments to the United 
States at that time because she gave higher priority to England and 
their European markets, and she didn’t have anywhere near enough 
to fill the needs. 

The Cuatrman. I think we have the information we wanted, Mr. 
Collins. 

Is there someone else here who wants to say anything in connection 
with this? 

Mr. Cotztns. Yes, Senator. We have one more, Mr. Delos James, 
of the National Grange. 

The Cuamman. We will be very glad to hear you, Mr. James. 





STATEMENT OF DELOS JAMES, DIRECTOR, AGRICULTURE-INDUSTRY 
RELATIONS, THE NATIONAL GRANGE 


Mr. James. I haven’t anything further to add than what Mr. Hen- 
drickson said. I would O. K. his testimony and agree fully with it. 

There is no doubt but that it is a very serious matter, not only with 
regard to rye and oats, but it applies to a lot of other commodities, 
too—almonds, walnuts, filberts, butter, cheese, and so forth. We have 
been affected very adversely over the years with this kind of procedure. 

The aim to establish a better reciprocal- trade basis between other 
countries and the United States is proving rather serious for the 
American farmer. He is the one who is taking the loss in many cases. 

In other words, we provide the market for these cheaper products 
from so many other countries. 

It was intended in the beginning, under section 22 and another 
provision, which I think was eliminated in the last Congress—I have 
been trying to recall it, which made it possible for the Government 
to act quickly in a case like this. 

The supporters of reciprocal trade, lowering tariffs, and so forth, I 
think in the last Congress got a change brought about so that it pro- 
longed the procedure i in order to get action, ‘and by the time we can 
get action on this in all probability the damage will have been done. 
The damage is done right now to a large degree. 

As you brought out, Senator, from your own observations of what 
the situation is among the farmers up there, which is true in other 
parts of the country, here we are taking acreage out of one crop and 
wanting to put acreage into another crop or 2 or 3 other crops. Yet 
here is the foreign producer coming in and taking our market, so that 
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when our fellows come in next year with rye and barley, and so forth, 
there will be a big surplus in our storage places and in excess of our 
market requirements. It is a mighty serious matter. I hope that in 
some way immediate action can be brought about. 

I haven’t studied the matter quite enough. I didn’t realize fully 
what was coming up this afternoon. I am substituting for Dr. San- 
ders. Yet I have kept a rather interested eye on this problem for a 
long time, and have been before the Tariff Commission and before 
some of the committees here with regard to protection for not exactly 
an agricultural commodity, but a food product where we are suf- 
fering from a similar situation of a little different character. 

But still, this fine American market is being taken away by foreign 
producers with a lower standard of living, willing to sell at a cheaper 
price. All they needed to do was to send a little bit in here, and down 
goes the price on our domestic production. 

It has had a very extensive and devastating effect on our own agri- 
cultural production. I don’t see how we can go on with this kind of 
program over the years and support the market for the whole world, 
for any of these producers who want to dump their excess supplies in 
here when we don’t need them. 

I hope that something can be done immediately. 

The Cuarrman. You heard from the discussion that they say it is 
going to take 30 days. 

Mr. James. I don’t see why it is necessary for it to take 30 days. I 
think there is a provision in the present act that the President can 
act, and then a study can be made. That is, these imports can be 
stopped. Maybe I am mistaken. 

Mr. Henpricxson. Senator, a procedure of that sort was recom- 
mended by Secretary Benson, but I am not sure it found expression 
in the new law. 

I would like to add one point, and that is this: Sometimes people 
blame the Tariff Commission. Actually, the Tariff Commission can’t 
act until it is recommended that it investigate. 

For instance, in the case of flaxseed, there was very much this same 
problem. When it was recommended to the Tariff Commission, the 
Tariff Commission held a hearing, and we are protected adequately 
for the time being in that case. 

But it seems very difficult to get a recommendation out of the De- 
partment of Agriculture to the President, and from the President 
over to the Tariff Commission on these matters, so much so that we 
who deal with section 22 a good deal call it “section 22 months,” be- 
cause it takes about that long to get going. 

The Cuatrman. Anything else? 

Mr. THompson. Since section 22 action on butter, cheese, filberts, and 
almonds has been mentioned, I have a statement here which you might 
want in the record, which shows that when section 104 was dropped, 
section 22 action has been taken by the President on butter and cheese, 
and the Tariff Commission is now conducting an investigation on 
filberts and walnuts. I thought perhaps you would like that in the 
record. 

The Cuatrman. We will put it in the record at this point. 
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(The document referred to follows:) 


1. Agricultural commodities on which section 22 action has been taken by 
the President: 
Cotton and cotton waste 
Wheat and wheat products 
Almonds and filberts 
Dairy products: 
Sutter 
Dried whole milk 
Dried buttermilk 
Dried cream 
Dried skimmed milk 
Malted milk, and compounds or mixtures of or substitutes for milk or 
cream 
Cheddar cheese, and cheese and substitutes for cheese containing, or 
processed from, Cheddar cheese 
Edam and Gouda cheese 
Blue-mold (except Stilton) cheese, and cheese and substitutes for cheese 
containing, or processed from, blue-mold cheese. 
Italian-type cheeses, made from cow’s milk, in original loaves 
Flaxseed and linseed oil 
Peanuts and peanut oil 
2. Agricultural commodities on which section 22 action is under consideration 
by the United States Tariff Commission: 
Wool 
Edible tree nuts 
Qats 


The Cuatrman. When do you gentlemen want another meeting with 
this committee? Could you look the matter up more thoroughly 
within a week? 

Mr. Waker. That would be at your pleasure, Senator. 

The CuHatrMan. I want to do it as rapidly as we can, but I do not 
want to hurry you. I want to give you plenty of time to make your 
investigation. 

Mr. THompson. Could we call you back on that? 

The CuHairMan, Surely, you may call me back. 

We will adjourn, subject to the call of the Chair. You call me any 
time. All we want to do is to get together around the table and 
work for the benefit of the farmers of this country. That is my sole 
interest. I think we are all agreed on that. Anything this committee 
can do to help will certainly be done. 

Thank you very, very much, gentlemen. 

Mr. Surres. I might say, Mr. Chairman, I gave you 6 or 8 tables 
that you may keep and make a part of the record. 

The Cuarrman. Yes. Will you see that that is done, Mr. Collins? 

Mr. Coxuins. I will, Senator. 

(The tables referred to were filed with the committee. ) 

The Cuarrman. Thank you very much, gentlemen. 

The committee will now adjourn, subject to the call of the Chair. 

(Whereupon, at 3:45 p. m., the hearing was adjourned, subject 
to the call of the Chair.) 
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MONDAY, NOVEMBER 30, 1953 


; Unrrep Srates SENATE, 
SuBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 10 a. m. in room 424, Senate Office Build- 
ing, Senator William Langer (chairman) presiding. 

Present : Senators Langer and Welker. 

Also present: Thomas B. Collins, subcommittee counsel. 

The Reet The meeting will come to order. 

This is a continuation of the meeting we had on September 23 and 
24. Will you read this statement, please ? 

Mr. Cotuins. We have a statement here which, under the authority 
of the chairman, we will make a part of the record. It is a statement 
submitted by the National Farmers Union on United States policy 
respecting agricultural exports and imports and effects, with particu- 
lar reference to imports of rye, oats, and barley from Canada. 

Mr. Chairman, we make this a part of the record ? 

The CuarrMan. I want you to read it. 


STATEMENT OF JOHN A. BAKER, ASSISTANT TO PRESIDENT, NA- 
TIONAL FARMERS UNION (AS READ BY THOMAS B. COLLINS, 
SUBCOMMITTEE COUNSEL) 


Mr. Baxer. Mr. Chairman, and gentlemen, we have followed these 
hearings with considerable interest and shall continue to do so. We 
appreciate the opportunity you are giving me today to present our 
views on this important and significant subject. 

The value of exports of farm commodities was 30 percent lower in 
the marketing year ending in June of 1953 than the previous year. 
The physical volume of exports of farm commodities dropped slight- 
ly more. Wheat, cotton, and tobacco are the major commodities af- 
ffected, but many others, including grain sorghum and apples, are 
involved. 

The outlook is currently for a further decrease rather than an in- 
crease in agricultural exports from the United States owing to the 
failure of the nations of the free world to establish the international 
institutions required to stabilize and encourage greater international 
exchange. This has resulted in increasing foreign production of 
these commodities, a rising interest rate both in this country and in 
other nations, and is compounded by prospective reduced United 
States expenditures for foreign economic assistance. , 

This development places a downward pressure on United States 
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prices of those farm commodit 1es, a part of the supply of which must 
seek a foreign market. Prices received by United States farmers for 
most such commodities are now well below the parity level; some are 
resting on the price support level or below. 

During the past several years the United States has exported from 
$2 billion to $11 billion more than we have imported. In 1952 the 
export advantage was in the neighborhood of $4.5 ee 

The net export balance that must be covered in 1953-54 by a fur- 
ther reduction in United States exports, or by increasing imports, in- 
creased United States economic aid, private or governmental and in- 
creased private foreign investment will be at least $5 billion. Of this, 
roughly one-third may be made up by private investments and dona- 
tions 

The shock of such reductions on farm commodity exports could be 
somewhat cushioned by the creation of a Foreign Trading Division 
in Commodity Credit Corporation, when, and if, such legislation is 
enacted. 

However, really significant major increases in exports of United 
States farm commodities can only be encour: aged by raising foreign 
purchasing power through establishment of international commodity 
agreements and clearinghouses in conjunction with the World Bank 
and the United Nations. This would allow increased United States 
imports and United States assisted foreign economic development and 
reduced United States sales prices. 

At the same time that United States farm exports have been drop- 
ping increased imports of farm products such as rye, oats, barley, and 
feed wheat have acted to further depress the U nited States market. 

Considering these problems, the Farmers Union position regarding 
“a ite solutions can be brie fly summarized as follows: 

. Of primary and basic importance is this: Regardless of the ad- 
ministrative machinery used or the secondary economic principles 
adopted, the returns to family farm production of all commodities 
should be sup ported by the Federal Government at 100 percent of 
parity with standby authority to use acreage limitations and market- 
ing restrictions only where required to prevent wastage of resources. 
Production restrictions should not be placed upon any important food 
commodity at any point below the total of domestic consumer needs 
plus normal e xports plus an adequate safety reserve, plus a reserve for 
use in implementation of our foreign policy. We consider this eco- 
nomically feasib le, justifiable in the general public inte rest, and mor- 
ally right. We believe it wise and prudent to make provision for the 
creation and maintenance of an adequate safety fain ae domestically 
and internationally in the free world, of storable farm commodities 
and the storable products of perishable far m commodities. Moreover, 
we believe that world conditions as well as domestic population trends 
require a policy of abundant rather than scarce farm production to 
meet genuine domestic consumer demand, normal exports, plus an 
added quantity to be available to implement the foreign policy. 

(a) If this goal cannot be immediately attained for political 
reasons, we favor the following alternatives of descending desirability 
in the order named: 

(1) 90 percent of parity supports for all commodities with 
acreage limitations or marketing restrictions only to prevent 
wastage of resources. ; 
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(2) 100 percent of parity supports for selected major com- 
modities with necessary standby production restrictions. 

(3) 90 percent of parity supports for selected major commodi- 
ties with necessary standby production restrictions. 
(4) Extension for additional years of existing price support 
laws. 


(6) We believe that increased exports of farm commodities and 
appropriate and intelligent policies respecting imports of farm prod- 
ucts in competition with domestic production are fully possible and 
feasible within this framework. 

Administrative machinery: The International Wheat Agree- 
ment, Reciprocal Trade Agreement Act, and section 22, diversions, 
are in operation. They have proved to be workable and, within their 
scope, successful. Parenthetically, let me pause here to commend the 
statesmanlike work performed by Senator Langer as chairman of the 
special committee of the Senate Foreign Relations Committee that 
shoved through to successful attainment the extension of the Inter- 
national Wheat Agreement. The International Wheat Agreement, 
Reciprocal Trade Act, and section 22 should be continued in operation 
until something better can be created to replace them. However, 
these are but partial palliatives to the total problem. We recommend 
the following in descending order of desirability. If more desirable 
devices toward the top of the list cannot be created, then certainly 
we should adopt those lower on the list pending later adoption of 
improved structures. 

(a) Democratic world economic union. 

(6) International Raw Materials Reserve. 

(c) International Food Reserve. 

(d@) Additional international commodity agreements coupled with 
each of the above. 

(e) Bilateral governmental barter on basis of negotiated agree- 
ments. 

(f) Complete reliance upon cartel-dominated private trade with 
reduced tariffs on unilateral basis. 

3. Secondary economic principles: These affect domestic consumers, 
foreign agricultural producers, and foreign buyers of United States 
agricultural exports. They also have a * direct bearing on United 
States foreign policy generally. They relate to the methods used to 
implement the domestic farm price support program and to handle 
or control exports and imports of a commodities. 

(a) With regard to exports: We favor the foreign sale of exports 
at a price at, or below, what might be termed the world price, with 
the difference between world price and the domestic support price 
made up by the United States Treasury, preferably by means of parity 
payments to producers, or if that is not done, through export subsidies. 

(d) With respect to the so-called su plementary or competing im- 
ports: We favor adoption of import policies for farm commodities that 
compete with domestic farm production that will give United States 
consumers the maximum supply at minimum price consistent with 100 
percent parity returns to family farmers. Geecifie ally, we consider 


the following combinations in descending order of desirability. How- 
ever, we feel that nonfarmers as well as “farm people have a right and 
responsibility to help decide these issues. If nonfarmers do not pre- 
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fer the alternatives we have placed at the top of the list, then by all 
means let us adopt one of those nearer to the bottom. 

(1) United States support-price programs carried out by means 
of parity payments to producers with no quota or tariff restric- 
tions on imports. 

(2) United States support-price programs carried out by means 
of parity payments to producers with quota or tariff restrictions 
on imports. 4 

(3) United States support-price programs carried out by sup- 
ply-diversion methods with imports eliminated at prices less than 
100 percent of the parity. 

(4) United States support-price programs carried out by sup- 
ply diversion methods with all imports of competing farm com- 
modities restricted or subject to high tariff duties. 

We believe that continuation of a relatively high level of United 
States foreign economic and technical assistance to other countries is 
desirable, not only to maintain exports of United States farm commod- 
ities but also as a means of speeding up democratic world economic 
development and closer democratic world economic integration in the 
fight against communism. 

We see no reason why other domestic producers of exported and im- 
ported commodities should not be accorded the same treatment we have 
recommended in the farm sphere. We feel that in certain instances, 
particularly in case of metals, minerals, petroleum, and other irre- 
placable natural resources it would be better public policy for the Gov- 
ernment to buy up reserves and capital investment of domestic private 
owners and allow imports to come in unrestricted. 

Moreover, we favor simplification of customs procedures, nego- 
tiated tariff reduction consistent with the principles I have enumer- 
ated, and very greatly increased attention to and action in interna- 
tional economic planning. 

With respect to customs procedures we feel that existing laws should 
be enforced strictly in accordance with the letter and spirit of those 
laws. Violators should be fully prosecuted. 

Your committee may be interested in hearing these policy resolu- 
tions that were adopted recently in the North Dakota Farmers Union 
convention. 

From the program adopted at North Dakota Farmers Union con- 
vention : 

Long-range reciprocal and multination trade agreements that will encourage 
trade with other nations on a fair exchange basis. Farmers Union broadly 
supports this principle and urges its maintenance and renewal. Other legis- 
lation affecting international trade should be made consistent with these prin- 
ciples with adequate provision to insure parity return to United States farm 
producers and give preference in allocation of import licenses to United States 
farmer-owned and controlled cooperatives, 

9. Canadian imports: Pending enactment of full parity legislation that will 
safeguard United States family-farm producers through deficiency payments 
or otherwise, we urge that the Secretary of Agriculture and the President of 
the United States take action immediately to limit imports of any farm com- 
modity at a time when the price received by family farmers for that commodity 
is less than 100 percent of parity. 

We feel that existing law gives entirely sufficient discretion and 
authority to officials of the executive branch to make the needed 
adjustments as mentioned above. If that is not the case, we urge 
enactment of appropriate legislation. 
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By all means, dishonesty and crooked dealing in imported farm 
commodities should be stamped out and violators brought to trial. 
Executive branch officials who are lax or tardy in this regard should 
be disciplined. 

The CuHairman. That is signed by Mr. John Baker ? 

Mr. Cotutns. Yes, sir. 

Mr. Chairman, before we proceed, I wonder if we could place in 
the record without reading a copy of your letter of September 25 to 
the Honorable Ezra Taft Benson, and Secretary Benson’s reply, dated 
October 9. 

The Cuatrrman. Yes. Put them into the record. 

(The letters referred to follow :) 

SEPTEMBER 25, 1953. 
Hon. Ezra Tarr BENSON, 
Secretary of Agriculture, Washington 25, D. C, 

DEAR Mr. SecreTARY: Producers of oats, barley, and rye are deeply disturbed 
about the downward course of prices for their products, due chiefly to the 
increasing flood of imports of these three important commodities from Canada. 

The fact that there are now in effect for the 1954 crop restrictions on the 
acreage of wheat will naturally result in an increase in the acreage of oats, 
barley, and rye. Thus, the problem of a downward price trend for these com- 
modities is certain to continue unless prompt and appropriate action is taken. 
Such action is possible, pursuant to section 22 of the Agricultural Adjustment 
Act, as amended. 

It is realized that you did recommend to the President the institution of 
appropriate action looking toward an import quota on oats and that after a 
public hearing action is now awaited from the United States Tariff Commission. 

Similar action is needed at once in the case of barley and rye, and it is hoped 
that you will institute aetion in the case of these two commodities, and that early 
action by the Commission in the case of oats can be obtained. 

According to the Department of Agriculture’s argricultural prices released 
on August 28, on August 15 the average price being received by farmers for 
barley was 81 percent of parity; on rye, 68 percent of parity; and on oats, 81 
percent of parity. In this case, parity is the new or modernized parity, which 
is approximately 20 percent lower than old parity for these commodities. 

The average price received by farmers on August 15, according to the same 
report, was $1.10 per bushel for barley; $1.15 per bushel for rye; and $0.717 
per bushel for oats. For producers in many surplus-producing areas, including 
my State of North Dakota, the actual price to farmers was below the national 
average. 

These prices were below the price supports being offered by the Commodity 
Credit Corporation. In the absence of import quotas the farmer is forced to 
use price supports, while the demand for his gain is met by imports in part. 

Data from your Department’s Grain Market News and Technical Report for 
September 18 shows an alarming increase in the imports since July 1, 1953, 
especially of rye and barley. 

This report, on page 6, shows that from July 1, 1953, through September 10, 
1953, we imported 2,326,000 bushels of rye compared with 579,000 bushels for 
about the same period last year. 

We imported 7,924,000 bushels of barley from July 1, 1953, through September 
10, 1953, compared with 1,951,000 bushels from July 1, 1952, through September 
11, 1952. 

In the case of oats, we apparently are embarked upon a course of imports 
which will once more mean a new record or near record of around 70 million 
to 75 million bushels for the year. From July 1 through September 10, 1953, 
we had imported 13,130,000 bushels of oats, and I am reliably informed by grain 
men, noting the trend of events, that the rate of oats imports will tend to 
increase in the months ahead. 

You are, of course, familiar with the fact that the tariffs on these commodities 
have been so reduced by trade agreements as to serve as no significant limiting 
factor on imports. The tariff on. rye, which was 15 cents under the 1930 Tariff 
Act, has been reduced to 6 cents, the tariff on oats from 16 cents down to 4 cents, 
and the tariff on barley from 20 cents to 7% cents. 
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It is interesting to note in that connection that the tariff on beer is $3.875 
per barrel, and that about 1 bushel of barley is required in the manufacture of a 
barrel of beer. 

hese tariffs are more than offset by lower transportation costs in Canada, 
where there has been no increase in freight rates since before 1940, while we 
have had numerous increases in those rates here. For instance, from Northgate, 
N. Dak., the freight cost to the head of the lakes, Duluth-Superior, is 15.14 cents 
per bushel, while from Northgate, Saskatchewan, just across the street from 
Northgate, N. Dak., the freight to the Canadian head of the lakes, Fort William- 
Port Arthur, is 6.08 cents per 32-pound bushel. 

Thus, with a tariff on oats of 4 cents per bushel, Canada has available at the 
head of the lakes an advantage of more than 5 cents. 

Lake shipping rates from the Canadian and United States head of the lakes 
to such points in the United States as Chicago and Buffalo are virtually the 
same. 

Added to this advantage are substantially lower production costs in Canada. 

We have appropriated limitations on the imports of cereal wheat, cotton, flax- 
seed, and a number of other commodities. Just why the producers of oats, bar- 
ley, and rye should be discriminated against is difficult to understand. 

These producers were greatly impressed by the statement made by President 
Eisenhower, when he was a candidate for office, in his September 6, 1952, speech 
at Kasson, Minn. You may recall this statement from that address: 

“As provided in the Republican platform, the nonperishable crops so important 
to the diversified farmer—crops such as oats, barley, rye, and soybeans—should 
be given the same protection as available to the major cash crops.” 

Doubtless he had in mind their treatment both from the standpoint of price 
supports and protection against the destruction of their prices by an undue flood 
of imports. 

Section 22 has been enacted and reenacted by Congress on a number of oc- 
casions, and thoroughly discussed and debated. Many Members of Congress 
from the farm States are greatly disappointed in the failure to employ this 
congressional authority in the administration of farm-commodity programs. It 
is very difficult to explain to a producer of barley, rye, oats, and a number of 
other commodities why action is not taken by the administration pursuant to 
the spirit and intent of section 22. 

In recent visits to my home State and to nearby States, farmers have repeated- 
ly called my attention to this situation. They are aware that our price supports 
are most valuable but that, unless supplemented with import quotas, these sup- 
ports serve as a magnet to attract in imports with the result that more of their 
commodity goes under price support than would otherwise be true, at a far 
greater cost to the Treasury than would be necessary. 

It is very unpleasant for them to see their markets lost. In the case of barley, 
there is a particularly important consideration. It is this—that, while barley- 
support prices are based on the feed value of barley, many farmers seek to pro- 
duce a quality barley aimed at obtaining premiums for their commodity from 
maltsters. These premiums have fallen sharply, and Canadian barley has pre- 
empted to a very large extent the premium market. 

It is very difficult for farmers in the Central Northwest to make sales of bar- 
ley, rye, or oats east of Chicago. The eastern market, which the western farm- 
ers long supplied with feed grains, has almost completely disappeared. 

It seems to me that very prompt relief could be supplied because shipments 
from Canada are apparently increasing and, if action is not taken soon, it will 
be another case of locking the barn after the horse is stolen. 

In recent days, in my capacity as chairman of the Committee on the Judiciary, 
acting on a large number of complaints, I have conducted hearings in which I 
have obtained a great many facts from subordinates in your Department and in 
testimony from persons familiar with the situation. In view of the testimony 
given to our committee, it may be necessary to inquire whether the situation 
described above have arisen in violation of 15 United States Code 72. 

There are steps which, of course, we can take in Congress to deal with this 
situation, but it is obvious that section 22 provides an adequate approach, if it 
is utilized, and that this situation requires prompt administrative action and 
cannot await the reconvening of Congress, now scheduled for January. 

It is both a challenge and an opportunity for you to serve American agriculture. 

Sincerely, 
WILLIAM LANGER, Chairman. 
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DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., October 9, 1953. 
Hon. WILLIAM LANGER, 
United States Senate, 

DEAR SENATOR LANGER: This is in reply to your letter of September 25 indi- 
cating that the producers are disturbed by the downward course of prices of oats, 
rye, and barley, due, in their opinion, to the increasing imports from Canada, 
and recommending that section 22 action be initiated to control imports of barley 
and rye in a manner similar to that under way for oats. The representatives of 
our Preduction and Marketing Administration who discussed the question of rye 
imports with you on September 24 also have informed me of your desire that the 
Department undertake an investigation on rye and barley pursuant to section 22 
of the Agricultural Adjustment Act, as amended. 

You will be interested to know that such an investigation already is under way 
in this Department. As a matter of fact, for some time we have been reviewing 
the entire question of feed-grain imports from Canada and their impact upon our 
price-support programs. 

The purpose of our investigation is to determine whether there are sufficient 
grounds for us to advise the President that there is need for the Tariff Com- 
mission to make an appropriate investigation under section 22. Under the pro- 
visions of section, 22 the Secretary of Agriculture is required to advise. the 
President whenever the Secretary has reason to believe that a commodity such 
as barley or rye is being or practically certain to be imported into the United 
States under such conditions and in such quantities as to render ineffective or 
materially interfere with any price support or other program for the commodity 
concerned. 

As we have stated on many occasions, sections 22 provides a satisfactory 
approach whenever imports come in under such conditions and in such quantities 
as to interfere with our price-support programs. 

Every effort is being made to expedite the Department's investigation of barley 
and rye under section 22. 

Sincerely yours, 
EK. T. Benson, Secretary. 


The CuHarrMan. You may proceed. 

Mr. Contuins. We have with us today Mr. Howard Gordon, Ad- 
ministrator of the Commodity Stabilization Services, accompanied 
by Mr. Tom Walker, Grain Branch, Department of Agriculture; Mr. 
Murray Thompson, Office of Price Production and Marketing Ad- 
ministration; Mr. Ray Suppes, Grain Branch; Mr. Douglas Bagnell, 
Director of Compliance, CEA, Department of Agriculture; and Mr. 
Delos James, appearing for the National Grange. 

The Cuatrman. I also have a letter here from the Farm Bureau. 
Will you just file that? That will be made a part of the record. 

(The letter referred to follows :) 


Tue Nortu DAKoTA FARM BUREAU, 
Fargo, N. Dak., November 25, 1958. 
Hon. WILLIAM LANGER, 
United States Senate, 
Washington, D. C. 


DEAR SENATOR: Mr. Donnelly has referred your letter of November 10 to me 
for attention. 

Mr. Donnelly was compelled to leave for another meeting immediately fol- 
lowing our annual meeting and due to another REA meeting in Florida later 
on will make it impossible for him to attend your hearing at Washington on 
November 30. 

The reason for the delay is that he thought for a while that perhaps he 
could make it. 

He asked however that for your information we should enclose a statement 
that was made by a group of farmers on June 26, which definitely requested 
that more consideration and quicker action was needed in determining the 
large importation especially of oats, rye, and barley which directly effect us 
in North Dakota. 

Sincerely, 


G. J. STAFNE, Secretary. 
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Wuat Tuer Sap 


A summary of opinion collected at 60 public meetings for farmers 
in North Dakota, June 6-26, 1953. Opinions herein do not neces- 
sarily represent policies of the North Dakota Farm 3ureau but 
serve as step one in the policy development program of the Bureau, 
1953-54. 


SOME CONCLUSIONS DRAWN AT FINAL MEETING, CARRINGTON, N, DAK., JUNE 26, 1953, 
BY DELEGATES FROM EACH OF THE 60 PUBLIC MEETINGS 


1. Continue experimental Federal crop insurance program with adequate but 
not profit coverage. 

2. Study feasibility of creating commercial wheat areas by classification. 

3. Increase 1954 wheat acreage to 66 million but not increase permissible 
carry-over. Retain traditional history bases. 

4. Liberalize farm storage programs, get more information on them to the 
public. 
Restrict ACP payments to permanent type practices. 
Leave use of diverted acres up to managerial discretion of farmer. 
Study the two-price system for wheat and provide information to counties. 

&. Approve signing of reciprocal trade agreements, but give USDA authority 
immediately to enact section 22 in case of disrupting imports of agricultural com- 
modities. The Secretary should have the right to set up embargoes on price sup- 
ported commodities whenever the price goes below parity, and explain his 
position later to the Tariff Commission and the President; and further, when 
imports are permitted, the Secretary should so regulate them as to make for an 
orderly marketing process. 

9. Continue as amended the Agriculture Act of 1949, with six basic crops set 
at 90 percent of parity, until something better is found. 


on 
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SUMMARY OF SIXTY MEETINGS 


1. Are the present agricultural imports detrimental to American farmers; and if 
not, should the Reciprocal Trade Agreement system be continued? 

In analysis of the meetings there was near unanimous agreement that some 
form of mutual trade between nations has to exist—that nations have to import 
in order to export. In only one or two summaries was there complete rejection 
of the concept of trade in agricultural commodities, with a trend to thinking 
that production ‘‘only for the American market” be maintained. Usually this 
opinion was accompanied with the thought that United States industry enjoys 
more favorable positions in the tariff picture and that no agricultural conces- 
sions be made until “substantial industrial tariff reductions are accomplished.” 

There was general agreement that the quantity of foreign agricultural com- 
modities shipped in was not as important as to the timing—the “when” of the 
shipment. There was feeling that the delicate United States market, sensitive to 
changes, has been disrupted even with a small import quantity. 

One exception to the above statement was the case of rye. We are admitting 
too much rye, according to some. 

The following recommendations were made in many meetings: 

(a) Approve signing of Reciprocal Trade Agreements, but give USDA author- 
ity immediately to enact section 22 in case of disrupting imports of agricultural 
commodities. The Secretary should have the right to set up embargoes and ex- 
plain his position later to the Tariff Commission and the President. (b) Set up 
quotas for the importing nations at the beginning of the year, or crop year. In 
most cases it was felt this could be done. Then set monthly quotas, to permit 
orderly arrival on the United States market of the foreign commodity. It was 
felt that this method would permit introduction of grain in present amounts to 
the United States commodity market without any disruption whatsoever. 

Minority report.—In several meetings the following recommendation was 
made: Where a price suport program is in effect on an American product, im- 
ports of that product should be immediately suspended, with the embargo remain- 
ing in effect as long as that commodity is being supported through a Government 
program. 

In meetings where the subject was considered, there was condemnation of the 
situation which permitted grain marked Unfit for human consumption to get 
into the United States market channels and to be sold, either with or without 
blending. 
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2. Do you favor the same level of price support for all commodities? If nol, 
what crops should receive higher levels of support? 

In discussions, there was general agreement that all grain crops grown in 
North Dakota should get and ‘equal weight” in any program set up. There was, 
however, less agreement on what that weight or level should be. 

There was agreement that full parity of income for the American farmer com- 
pared with the rest of the economy was the ultimate goal of all and this led in 
some meetings to an analysis of parity as a fair yardstick for the United States 
furmer today. Some questioning of the validity of parity as a fair yardstick was 
heard. Some farmers pointed out that cerfain commodities (carrots were men- 
tioned in one meeting) could be produced profitably at much less than 100 per- 
cent of parity, and that higher supports would lead quickly to overproduction. 

It was generally agreed in several meetings that the production of wheat re- 
quired a high price guarantee and this resulted in recommendation that research 
be made on increasing efficiency of processing and distribution of agricultural 
products. One meeting recommended: “We urge a comprehensive study of our 
ugricultural marketing system as soon as possible’. 

One meeting was specific on the subject of designating crops to be given higher 
levels of supports, including spring wheat, rye, oats, corn, flax, and barley. 

Summaries of the meetings revealed considerable opinion in favor of the pres- 
ent support levels, to be maintained “until something better is found and proven 


to our satisfaction.” This approval included the division of storable and non- 
storable crops as well as the present support level of each commodity. The use of 


2 


section 32 funds to purchase perishables from time to time in the periods of 
market glut and to dispose of those through welfare, school lunch programs, 
etc., Was approved and there was general feeling that this method was working. 

At one meeting, the following recommendation was proposed: ‘That full parity 
(100 percent parity price) be offered for any commodity under a production 
control program, including allotments or quotas or both.” It was indicated that 
this 100 percent support was not to be the ceiling, but in case where the market 
demund pushed the price higher, the farmer would be allowed to benefit. 

Several meetings registered their disfavor of variable supports as follows: 

1. It is too late. Too many farmers are now producing wheat and will continue 
to produce it. 

2. In any contest to move wheat acreages out of production through the price 
method, producers in the northern United States will lose to southern producers 
who move to market first and who have higher per-acre production. 

3. There does not seem to be any possibility of getting the integration neces- 
sary to make variable supports function. Variable or flexible supports appear to 
have a chance of working only if the entire agricultural economy is operatirg 
under them, with price and cost ratios interrelated. Furthermore, the urban 
economy must be related to reflect similar flexibility. There does not seem to 
be uny such elasticity in the American economy today. 

There was agreement that increases in wheat production have not oeenrred 
in North Dakota, or in the spring and durum areas, and that North Dakota’s 
wheat product has never deserved the name “surplus.” In most cases the grain 
has been sold and used at some time in the crop year. A fair division of the na 
tional acreages should then be made, based on the traditional production of North 
Dakota, on the quality and marketing demand. 

There was concern that the acreage allotments take consideration of this fa 
and agreement that wheat is being produced for the loan and not for use. Some 
damage is being done to certain areas, it was suggested, by this unnatural shift. 
such as fruit growers shifting to wheat as a result of the high supports. Refer- 
ence was made to Michigan and Ohio in one meeting. 

Minority report.—In some meetings there was strong support of a 100 percent 
of parity price support by the Government on all commodities being produced in 
America. One meeting limited the full 100 percent parity support to milling 
wheats, oats, barley, flax and rye. In discussion, the 100 percent support was 
also extended to livestock. Support for this approach was encouraged by the 
following statements: 

1. Such a program would have to be accompanied by close marketing controls, 
but such curbs would not be serious for farmers, but in the American tradition of 
“fairness to all.” The controls would serve to limit the larger producers and give 
the smaller producer better opportunity. 

2. Where the 100 percent level of support “across the board” prevailed, the 
farmer will adhere to his traditional and normal operation and not be forced to 
shift to unnatural operation in order to get a good incomne. There will be farm 
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ing operation in the best tradition of the area and with the best conservation 
approach to the soil. 

3. Surplus in many commodities, instead of in a relative few, will be prevented 
by the production controls indicated above. 

In at least one meeting the following suggestion was made: Set up a program 
of flexible supports, with no production controls, but with the support ranging 
between 90 percent and 110 percent of parity. The general amount of permissible 
backlog of commodities on hand should be raised to accommodate the increased 
production resulting from the support levels. 

One meeting also recommended that feed crops should not be given a lesser 
weight in any support program developed by the Government. 


8. To what extent will you accept production controls in order to get a satis- 
factory price support level? 

There was almost unanimous agreement in the meeting summaries that farmers 
will vote “aye” on the referendum to establish quotas in 1954. 

Farmers generally regard these as “a last resort’ and showed no enthusiasm 
for the control program in their comments. But it was agreed that the situation 
seemed to call for “last resort” action (see question 9). This action should not 
be delayed any longer, due to the effect of the visible surplus on the United States 
market. 

In at least one meeting it was expressed that farmers will accept controls firm 
enough to cut supplies to the point where parity will be maintained in the market- 
place, through demand. 

The majority of the meetings seemed to favor reduction of acreages in 2 years, 
rather than in 1 year, by limiting the 1954 cut to 15 percent of the present acreage 
or 66 million acres. Concern was expressed about making sure that foreign im- 
ports of wheat do not flood the United States market in the face of United States 
reductions, next year. In at least one meeting it was predicted flatly that 
Canadian wheat imports will increase heavily with ways found to avoid quotas 
at the border. 

There was mixed opinion on limiting those who will come under the quotas, by 
raising minimum requirements to 25 acres or 400 bushels. Some felt that it was 
true that the small producer would vote the program out in order to avoid redtape. 
Others felt the small producer would not even vote, due to the lack of interest. 
Still others felt that releasing about two-thirds of the Nation's wheat growers 
from the quota would free enough to risk continued overproduction of wheat. 

One recommendation for approval of the control program said it was “inevitable 
due to a failure of farmers and USDA to work on the marketing and world export 
problems, which are positive approaches to the matter.” 

Only a very few producers questioned the length of time that controls will 
be applied or pointed out that voting the quotas out would be increasingly difficult 
from year to year. There was mixed opinion on the matter of how production 
controls will affect the smaller producer, compared to the large. Some said the 
larger producer will be able to take the restrictions more easily than the small. 
Some said the controls will benefit the smaller family-type farmer more than 
the larger by (1) permitting better conservation practices. The smaller producer 
will not have to strain his operation and overplant in order to compensate for 
lowering supports; (2) giving the smaller producer less cuts, particularly if size, 
operating efficiency, and soil are considered. 

In general, there was plenty of indication that North Dakota wheat men will 
vote in any referendum for controls, with the alternative being unthinkable at 
the present time, and with present conditions. The level of the wheat market 
and the fluctuations during the period of the public hearings contributed in 
great measure to this. 

Acceptance of controls was predicated on several things, including the method 
of establishing the allotments. (See question 4, below.) 


4. What can we do to simplify the control machinery if it is needed? Here area 


few suggestions that have been proposed: 

(a) Allotments on a percentage of tillable acreage basis, adjusting the base 
to geographical areas and to average yields, 

(b) Bushel allotments rather than acreage allotments. 

(c) Retention of allotment, not based on actual planting from year to year, 
but assigned to the farm on a more or less permanent basis. 

(A) Tillable acreage basis.—There was general apprehension among audiences 
concerning the way in which the controls will be applied. 
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In meetings held in the eastern part of the State there was strong support of 
this method, as against a straight historical bases method, or even a combination 
of bases and tillable acreages method. The feeling was that the historical bases 
method would cause many inequities. 

Opinion was expressed that if the 1953 history had been removed from calcula- 
tions and announcement made, there would have been less scare planting of 
wheat. Additions to wheat acres were made in 1953 after carryovers and fore- 
casts were announced. The exact amount was not estimated by producers but 
all agree such planting had been made. 

In western meetings, choice between acres and histories was about 50-50. 
Opinion of those against the former was as follows: (1) Land would have to be 
classified to make tillable acres work; (2) the method is more advantageous 
to diversified farmers; (3) the method forces wheat plantings. 

Also in western meetings, support for bushelage allotments was about 75 percent 
in favor. Reasons were one of simplification, ever-normal granary, absence of 
controls, ete. 

At least one meeting recommended that a family-sized farm, 480 acres or less, 
be eliminated from the allotment and quota system. 

Another recommendation was that graduated allotments be effected, so that 
each farm would be allowed 100 acres which would be exempt. The next 100 acres 
would be cut 15 to 20 percent. Anything over 400 acres would be cut 50 percent. 

Another recommendation was as follows: 

“For the State of North Dakota 25 percent of the tillable acres on any farm 
should be alloted for the production of wheat. We look with disfavor on the 
method of wheat acreage allotment on a percentage basis (compared with past 
wheat acreages). This could mean poor farming practice on many farms. In 
addition to allotments, farmers would also have marketing quotas, the latter to 
be based on home consumption and foreign markets.” 

“All additional wheat raised above the quotas will be stored in the farmer’s 
name, either in farm storage or public warehouse, and at no time can he seed 
more than his marketing quota in any one year.” 

The above-suggested program is meant to be accompanied by a 90 percent of 
parity support on wheat. For any other grain supported under the 1952 CCC loan 
and purchase agreement, support will be set at not less than 90 percent witb no 
acreage allotments or marketing quotas. 

In addition to the above 25-percent limitation on wheat, an additional 25 
percent of the tillable acres will be taken out of production and used in soil- 
building practices under a farm-rotation plan, with the conservation worked 
out by the local PMA committees, 

(B) Bushel allotments.—There was considerable interest in bushel allotments 
as opposed to acreage allotments and controls. Some familiarity with the method 
was indicated through the Canadian system. Reasons included the freedom from 
controls, ability to store or feed, and simplification of the administration. 

Those in opposition to bushelage controls called them “a long way down the 
control road” and pointed out they penalize a good farmer and are curtailment of 
the present efficient systems of farm production. The method results in the sale 
of allotments rather than the sale of land in the real-estate exchanges. 

A leveling off of production and marketing would follow, they claim, with no 
incentive to develop good farming methods and increase efficiency. 

(C) Allotments retained, without required plantings.—At many meetings, 
there was interest in how planting requirements might be eliminated so that a 
producer would not have to continue to plant certain acreages to maintain the 
allotment. If a farmer could protect his allotment without planting he would 
have greater freedom and be more willing to practice good conservation methods. 

Minority report.—Some producers regard controls as unacceptable, hard to get 
rid of, and damaging to the farmer. It gets increasingly difficult to vote against 
controls, they claim, because the alternatives get increasingly unthinkable as 
the controls continue. It was pointed out that production curbs are negative 
approaches to the problems of world markets and distribution and provide propa- 
ganda for the Communists who are appealing to the hungry of the world with 
promises of fvod. 

Controls spread like a disease, they point out, and controls on grains are fol- 
lowed by more controls on other farm commodities. Reference was also made to 
the Canadian method as an example of tough controls, and it was pointed out 
that the simplicity of the bushelage method made it easy for the Government 
to tighten the control at will. 

“Canada is the graveyard of old machines, unpainted buildings, and full bins,” 
it was said by one producer. The value of wheat in Canada as loan collateral 
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has diminished steadily, it was said, and despite the control in effect by the Crown, 
Canada has a carryover of 250 million bushels this year. 

“We are interested in income,” some farmers said, and to reduce the bushels 
by controls cuts the income more rapidly than a reduction in price. A 100-percent 
parity of income is further from accomplishment under the control route, it was 
said. . 

As an example, if flexible supports had prevailed the current price would have 
been 80 percent of parity, which on 1,000 bushels would have netted about $2,000. 
With a reduction of 20 percent on 1,000 bushels, income would be $240 less for 
the year. This would be only a 20-acre cut at a 10-bushel average. Added ex- 
pense on this acreage would be small, if you have the machinery and operate 
yourself. 

This departure away from parity of income under a control system is even 
greater for the North Dakota farmer than for other parts of the Nation, because 
of the tradition of wheat growing in this State, it is pointed out. 

Controls for durum.—In areas of high production of amber durum, attention 
centered on the future of durum under the control program, 

Considerable dismay was registered at announcements from Washington that 
a special program was going to be set up for durum or that durum would be 
taken out of the control program. 

Such a method would result in disaster for the durum industry, it was felt, 
since there would be heavy durum plantings all over the Nation as controls 
were placed on other varieties. 

Alternatives recommended by producers included : 

(1) Take durum out of the allotment program, in order to meet demand, but 
drop supports to 50 percent of parity. 

(2) Give durum a special program for 1954 but limit marketing cards to 
those who have a durum history during the past 3 years. 

(3) Give durum a special program for 1954 but make a geographical area or 
areas in which the program is effective. This in effect would be a commercial 
durum area. 

(4) Leave durum in the acreage allotment and quota program, but there should 
be no acreage cuts next year. Assignments of allotments should be based on the 
3-year history now collected by PMA. 

(5) Leave durum in the program and reductions will be made by producers in 
the hard wheats they plant. In the durum triangle producers have about 75 
percent durum, 25 percent other wheats. In other fringe areas of the triangle, 
percentage is about 50-50, leaving room for cutting. 


5. Should a commercial wheat area be established similar to the commercial corn 
zone or is it too late? 


There was considerable interest in the idea of commercial wheat zone or zones 
but also doubt that it could be installed over what is sure to be heavy opposition 
from other parts of the Nation. 

As long as other areas have built up heavy wheat histories and some work done 
on improving quality and building markets, it was felt that a commercial hard 
wheat area would be very difficult to establish. However, the idea has a great 
deal of merit and intrigues North Dakota producers. 

One suggestion: Wheat should be classified and different prices be allowed for 
different classes rather than by grades. Another: A milling wheat area, based on 
quality. 


6. Would you approve a two-price system for wheat, keeping the wheat used 
domestically for humans at about parity and the export at the world price? 

A summary of the reports indicates that the two-price system is regarded by 
North Dakota wheat producers as the No. 1 alternative to the control program, 
particularly for wheat. 

Questions, pro and con, raised by producers included: 

(a) Will a loan system at parity level also be maintained with the program? 

(b) What methods will be used to insure purchase by millers of the parity-price 
domestic wheat? 

(ec) Won't the program fail unless the parity-level support is given only to 
family-sized units? 

(d) Under a two-price method a graduated scale for producers should be set 
up: 40 acres on the first 160, 30 on the second 160, and so on. 

(e) Under such a program, farmers themselves should take the lead in locating 
foreign markets, stimulating sales, and otherwise moving wheat to market, 
foreign and domestic. 
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(f) Will a two-price system work without bushel or acreage allotments? 

(g) If many two-price programs have the feature of farmer financing, how 
will these collections be made? 

Means of holding onto some of the world market, that some meetings requested 
that a plan be prepared and presented to counties before annual meeting time. 

In most cases the International Wheat Agreement was recognized as a type 
of two-price system and identified as such. It was questioned how a two-price 
program would function in relation with IWA. 

Minority report—Most meetings were attended by at least 1 producer who 
felt that the 2-price program would work unfavorably for the wheat man. He 
questioned tne establishment of a Government pool and felt that the percentage 
of domestic to foreign wheat could change unfavorably to the farmer. Also that 
the assumption of near parity for domestic wheat was perhaps optimistic. It was 
felt that the two-price could soon become a multiple price, with many different 
prices and that the cutrate price to overseas markets could result in giveaway, 
dumping, and waste. “Weare giving away not our wheat, but our soil conserva- 
tion and fertility when we engage in such a program,” one producer said. 


7. In the event there is curtailment of the wheat acreage allotment, how should 
the diverted acres be handled? 

There was agreement at most meetings that problems in other crops will arise, 
ouce wheat acreages are taken out of production. Some wheat producers will 
also find it easier to shift to other crops than producers in certain parts of the 
Nation. 

Generally speaking, farmers want to retain managerial decision over the 
diverted acres. It was felt that if USDA recommended cover crops, soil-building 
programs, ete., farmers would in the main comply. Western meetings favored 
USDA control, as a rule. 

It was admitted that diverted lists prepared by USDA, listing crops to which 
farmers could not switch, might follow any control program. But producers wish 
to retain control of any acres taken out of production. 

A grass program, with the Government paying a set sum per acre on an annual 
basis was discussed at some meetings. It was felt that any annual payment 
representing a higher-than-normal interest return would result in the introduction 
of heavy capital investments in farm real estate from nonagricultural sources, 
including insurance firms, industrial trust funds, ete. 

One suggestion was made as follows: Diverted land should be seeded to grass 
with an adequate payment but this seeded grassland should not be used to 
increase livestock. The payment should cover taxes and interest on the invest- 
ment. As an example, a man having a 50-head herd could use his diverted acres 
to build up his pasture reserve, but could not increase his herd number beyond a 
normal increase. 

Generally speaking, there was a trend to the idea of putting marginal land back 
into grass, but agreement that the word “marginal” has changed in meaning. 
Acres should be left out of production, if the purposes of the controls are to be 
accomplished. The control program can hurt North Dakotans more than certain 
other wheat States, it was claimed. 


8. Would this group approve a Government program to put the idea of quality 
into the wheat loans and purchases, so that the amount of the loan was based 
on the quality for human use of the wheat? 

The quality of wheat was very appealing to most producers attending these 
meetings. It was felt that quality was the missing ingredient in the support 
program of the Government and that if it could be introduced it would benefit 
everyone. 

Reference was made at some meetings to a recent statement by Dean Walster, 
NDAC, ealling for farmers to insist on the quality feature, similar to the tobacco 
programs. “Fariners must stand up on their hind legs and demand this feature,” 
Walster was quoted. 

A classification of wheat for human consumption will help in talking the dog- 
bisquit element out of the wheat program and restore many acres to their tradi- 
tional uses, it was felt. 

NDAC has for many years, stressed quality approach to Dakota production. 
This has been done by recommending quality varieties, stressing quality rather 
than quantity, and carrying this approach into flour milling and baking. This 
approach is not now paying off for the North Dakota farmer. 

In addition, there have been events which have destroyed the quality reputa- 
tion of the Dakota farmers’ wheat. These include blending and other processing 
and handling methods which have distorted the high level of the original product. 
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In general, there was fair agreement on this question. In at least one meeting, 
however, a producer pointed out that in a year of low production, a quality meas- 
urement of Dakota wheat could result in lower payments to farmers. 


9. Should we delay the allotments and quotas for another year by increasing the 
amount we can carry over as reserve without having quotas called? 

In general there was a feeling that any attempt to delay the production con- 
trol would be merely delaying the inevitable. This opinion was sharpend during 
the series of hearings, as the June 10 crop forecast was received and as USDA 
made more definite announcements of the referendum. 

There was agreement that surplus, in whatever position are price depressing, 
and that with or without Government support, big surpluses depress the market. 
Moreover, the storage problem must be considered, too. 

The bill to increase the carryover by 100 percent was questioned as being ade- 
quate to even then avoid the peril point where quotas would have to be called. 

Minority report.—Several of the meetings brought about the following ap- 
proach to the surplus problem: 

There really is no surplus. The world has hungry people and no surplus exists 
where there are hungry people. The problem is one of distribution. We should 
give the surplus away as best we can, limiting the gifts to the free world if 
possible. 

Our legal surpluses are woefully inadequate and antiquated. The world is in 
such turmoil that our visible backlogs should be at least twice the legal size. 
Such surpluses would be a deterrent to any aggressor. 

One producer claimed that the surplus announcements were part of a plan 
to drive down the wheat price and that the quotas would never be applied. He 
felt that the quotas if announced, would never be enforced by USDA. 

At the same meeting, there was an informal opinion that the quotas would 
never hold up legally and could be successfully challenged in the courts, and 
probably would be challenged. 

10. Do you favor ACP payments for anything other than permanent practices? 

There was general agreement through the meeting series that the payments for 
annual practices (mostly summer fallow) were bad, useless, foolish, humiliating, 
waste of money, etc. Very little in favor of the annual payments was heard. 

This firm opinion was bolstered by a feeling that the money being spent for 
annual practices could better be used for research, including rusts, diseases, in- 
sects, marketing, processing, and storage. 

Also, funds could be used for more permanent practices, such as drainage, 
shelterbelt, conservation to grass on marginal land and for research in irri- 
gation, ete. 

Recommendations included the following: 

(a) Stripcropping the first time should be considered a permanent practice. 

(b) A permanent practice that fails should be paid for a second time. (Such 
as grassing a runoff.) 

Farmers said they will summer fallow at the right time without the four-bits. 

Minority report.—At least three meetings, the ACP payments, of whatever 
type, were defended, either as necessary to soil conservation or as additional 
subsidies which are badly needed by farmers caught in the squeeze. 

The opinion was expressed that farmers will not summer fallow at the right 
time or in the right manner without the incentive payment. 

Other opinions expressed by the minority groups: 

(a) If the payments are limited to permanent practices, some counties cannot 
qualify for many of them and so will lose the allotment to some other county 
or State. 

(b) Any ACP program should give the new farmer or the veteran the same 
break that farmers have received during the past 10 years. The education 
feature of the annual practices should be made available to the new farmer. 

(c) The diverted acre problem calls for more ACP payments, rather than 
less, 

In at least one county resentment was expressed against the control exercised 
by the State PMA committee over expenditures by the county committee of ACP 
funds. The following recommendation was approved : Resolved, That this county 
committee be given free control of the county ACP fund, with power to dis- 
tribute it as the county committee sees fit. (Passed unanimously.) It was 
also pointed out that the local committees would have a say. 
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11. Do you favor or oppose a Federal sales tar? 

Wherever there was time to discuss this question, rural opinion was heavily 
against a sales tax. In isolated cases the sales-tax method was favored but 
it was also added that farmers should not be taxed on their tools—referring 
to machinery or vehicles or any other tool with which farmers produce. 


12. Do you approve of the present crop-insurance program of the Government 
or do you have suggestions for changes and improvements? 

Generally, there was opinion throughout the meetings that the experimenta- 
tion in the program should continue and further studies made. It was aiso 
agreed that there are a lot of loopholes that need to be adjusted. 

Interest was shown in the multiple contract as being tested in certain Dakota 
counties. Where the multiple contract is in effect application are numerous 
and satisfaction greater. 

Opinions included: 

“We favor higher protection with higher premium.” 

“Program is good in principle but poor in practice.” 

“Program causes some carelessness in farming. Program should be more 
flexible where better farmers get benefit. Good practice should result in lower 
premium after 4 and not 7 years.” 

“Contracts should be based on each quarter section. Eliminate the 10 percent 
no harvest penalty.” 

“The name of the program is misleading and causes urban people to regard 
it as another subsidy program. Name should indicate that farmers pay 
premiums.” 

“Program should be based on 100 percent of average crop, should cover all 
crops. Separate contracts for each 160 acres.” 

“Premiums should be based on individual rather than on neighborhood or 
regional schedules.” 

Other subjects discussed at the meeting included: Farm Bureau plan for 
bartering surpluses to friendly nations through mutual aid, the storage problem 
and difficulty of securing any Government bins; gift of wheat to Pakistan; 
the Government plan to provide insurance protection for exporters who are 
dealing with foreign customers and whose stocks are in danger of expropria- 
tion, ete. 


STATEMENTS OF HOWARD GORDON, ADMINISTRATOR, COMMODITY 
STABILIZATION SERVICE; TOM WALKER, GRAIN BRANCH, DE- 
PARTMENT OF AGRICULTURE; MURRAY THOMPSON, OFFICE OF 
PRICE PRODUCTION AND MARKETING ADMINISTRATION, DE- 
PARTMENT OF AGRICULTURE; RAY SUPPES, GRAIN BRANCH, 
DEPARTMENT OF AGRICULTURE; DOUGLAS BAGNELL, DIRECTOR 
OF COMPLIANCE, COMMODITY EXCHANGE AUTHORITY, DEPART- 
MENT OF AGRICULTURE; AND DELOS JAMES, THE NATIONAL 
GRANGE 


Mr. Cotirns. You gentlemen will recall that we held hearings here 
on September 23 and 24, to secure some information as to what is the 
effect of these unusually large Canadian imports of rye which have 
been flooding the American market, and from what we understand, 
depressing the price of rye and consequently reducing the return to 
the domestic producers. 

I wonder if Mr. Gordon and his assistants could bring us up to date 
with figures since our last hearing under date of September 24. 

In that connection, I wonder if Mr. Gordon could give us any infor- 
mation from the investigation which is presently being conducted 
pursuant to Secretary Benson’s direction that these importations of 
Canadian rye have affected our present price-support program. 
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Mr. Gorpon. Mr. Chairman, from the standpoint of figures, I would 
like to have some of the staff here give you those. The investigation 
which was made with respect to the effect of Canadian imports of rye 
has been completed. A docket has been prepared and acted upon by 
the Board of Directors of the Commodity Credit Corporation. It is 
now ready for transmission to the President, according to the proce- 
dure which is provided for under section 22. It probably will reach 
the President some time next week. 

That is the situation as it now stands. 

Now with respect to the actual figures, I think you would prefer to 
get those from the men who made them up. 

Mr. Waker. Mr. Suppes, why don’t you pick up and carry on. 

Mr. Suprres. We have prepared a little fact sheet here, Senator, 
that gives a high spot picture. We can look at those facts and figures 
and see if you want to go deeper. 

Here are a bunch of statistical tables that will answer almost any 
question that might arise pertaining to production, prices, and so 
forth. 

Mr. Cotirns. Could we start off this way, Mr. Suppes: At our 
last hearing, we have for the record the amount of rye that has been 
imported for the crop years up to 1952-53. Could you start and take 
July 1, 1953, and give us the amount of rye that has been brought in 
since July 1 up to the closest date, to today, so that we will have some 
basis for comparison. 

Mr. Supres. If you will look at the bottom of the sheet, you will see 
July 1, to November 18, the latest data, 5.4 million bushels have come 
into the United States as actual imports and cleared customs. In addi 
tion to that, some 3.6 million bushels has moved into the country but 
not yet cleared customs and we call it afloat or in bond. So that is a 
total of 9 million bushels that has moved in 414 months. 

Mr. Couns. So that as of November 19 there has been brought in 
since July 1,9 million bushels of Canadian rye ? 

Mr. Surres. It would be more accurate to say that 5.4 has been 
brought in, but an additional 3.6 has moved across the lakes and is in 
a position to move through customs. It is conceivable that some of 
that might be reexported and not be United States imports, but it is 
not likely. 

Mr. Cotirns. It is in bond. Does that mean that if it is outside 
of Chicago this morning and in bond, it could be dumped on the 
Chicago market tomorrow morning 4 

Mr. Supres. Yes, it could move through customs at any time, or it 
could go back to Canada, or it could go abroad, to Europe or some 
place. But it is likely to stay in the United States. It might be in 
bond for 3 to 6 months before it becomes an import. 

Mr. Cotiins. Isn’t it natural to expect that if they put it in bond 
and bring it to Chicago or Buffalo, that it is going to be dumped 
on the American market ? 

Mr. Supres. Eventually. Just before the lakes freeze, there is a big 
rush to get the maximum movement across the lake. This type of 
thing happens every year, where we have a big bulge in imports in 
November and December. 

Mr. Coxttins. I understand that just last week there were roughly 
2 million bushels brought in. Would that 2 million bushels that caine 
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in last week be apart of the 3.6 million bushels that is in bond and 
afloat ‘ 

Mr. Suprgs. That is based on Canadian reports and we have no way 
of knowing exactly how much of that 2 million shows up in our figures 
here, how much has been picked up as in bond figures. I would 
guess maybe half of that 2 million is in our figures ‘and maybe half 
of it is in addition to our figures. We have no way of knowing. 

Mr. Cotuins. According to your chart here, there is 9 million bushels 
that either has been brought i in already or is in a position to be brought 
in, as compared with the same period—— 

Mr. Suppers. A year ago, 1.3. 

Mr. Coutrns. Roughly 9 to 1. 

Mr. Suprres. And I mean up to the same time. During the entire 
previous year, 1952-53, 5.7 millions were imported. 

Mr. Cou.ins. So this appears to be the largest year on record as far 
us Canadian imports are concerned, spe: aking of rye! 

Mr. Supres. I believe that is true. 

Mr. Coins. What effect will this have on the price-support 
program { 

Mr. Surres. Well, it undoubtedly will have a depressing effect on 
prices. These imports are more than half of our entire production 
for 1953. 

Mr. Cotiins. Have you made any computations or have you tried 
to project this figure up to the end of the year? 

Mr. Surres. Well, we have done some rough projecting for our own 
purposes, in setting up the CCC budget and so forth. Nothing official 
or nothing for publication. We are surprised at the size of the imports. 
They mtu than we though they would be. If they keep on at this 
rate, it will be unprecedented, of course, and astonishing. 

Mr. Coxturns. Well, it is unprecedented now, this tremendous in- 
erease over other years. 

The CuatrMan. I believe you testified at the last meeting that a 
certain amount was brought in from January to July. Do you happen 
to recollect how much that was? 

Mr. Surrrs. Well, our year is a crop year, Senator. We practically 
never think in terms other than that. 

The Cuamman. I remember that, but do you have any recollection 
of what you brought in? 

Mr. Supres. No; but I would guess it is around 3 million bushels. 

The Cuatrman. That is my recollection. We have the figures here 
somewhere. 

Mr. Surres. This set of mimeographed tables I gave you will prob- 
ably show that. It is on table 9. 

Mr. Tuomrson. It is a little over 3 million bushels. 

Mr. Suppes. It starts in with 471,000, and the biggest month was 
April, 1.5 million, About 4 million. 

The Cuarrman. Could we have your personal opinion as to how 
much more you think will be a in by January ? 

Mr. Supres. Well, no, sir; I don’t think my personal opinion would 
be worth much. 

The Cuarrman. It would be purely a guess? 

Mr. Suprrs. Yes. 

Mr. Gorvon. Do you mean by January 1 or July 1? 
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The Cuarrman. January 1. amt. 

Mr. Surres. Do you mean between now and January? That is just 
a month and a third or so. 

Mr. Cottrns. Isn’t it reasonable to believe that these imports will 
continue up until the time that the lakes actually freeze over? As long 
as the water is open they can still bringin this rye. If 2 million bushels 
came in last week, isn’t it reasonable to assume that that much might 
come in this week ? 

Mr. Supres. I don’t know that we can assume that. The lakes will 
freeze any time now. Maybe early in December they will freeze. 
The ships wouldn’t hazard another round trip, probably, from now on. 

Mr. Gorvon. I know the Canadians don’t expect a movement after 
the Ist of December. 

Mr. Cotiins. Would you have any figures available or have you 
made any study, in view of the unprecedented amount of rye that has 
been brought in, as to how it will affect our price-support program ¢ 
Do you have any information or have you made any study as to how 
much will go under loan this year 4 

Mr. Surres. This little fact sheet shows how much already has 
gone under loan. 

Mr. Coins. What table is that? 

Mr. Suprrs. This fact sheet, this typed thing. It is item 3. You 
will note that 2.4 million bushels as of October 1 or 13.7 percent of our 
crop, already has moved under loan, and they have until January 
31, the farmers do, to avail themselves of their price-support privileges. 
That is about 20 times as much as moved under loan during the same 
period last year, which was insignificant last year. The CCC has had 
very little price-support activity for several years. 

Mr. Coturns. And these figures, of course, will be subject to change 
or variation up until the final amount of rye has been brought in? 

Mr. Surrves. Up until January 3 

Mr. Cotiins. That is, once the lake has been closed. 

Mr. Tromrson. I believe the record should show that we imported 
9 million bushels in 1949-50. We have been talking about it as though 
this was by far larger than any other imports. It may be when the 
year is over. 

Mr. Surres. You have the same table on the bottom of the mimeo- 
graphs. 

Mr. Tompson. Twenty years ago we imported 12 million, but of 
course that was in the 1930’s, when we needed it. 

Mr. Warxer. That is for the entire year. 

Mr. Tompson. That is right. I just wanted the record to show 
that. 

Mr. Cottins. But you will agree that this is a large importation ? 

Mr. THompson. Yes. 

Mr. Cottins. And there has been a consequent effect upon our 
price-support program and the domestic price that the farmer is going 
to get for his rye. pits 

Mr. Suprres. There is no doubt about it in our minds. You might 
take a hurried glance at the graph at the bottom of the mimeographed 
group. Do you see those three lines at the top? They show the price. 
One is the Minneapolis terminal price, the middle one is the national 
average, and the bottom one is the North Dakota price, by months, 
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for the last 2 years. And for the first couple of months of this year, 
too. 

The horizontal lines, about the middle of the page, are the equiva- 
lent price-support levels. The bottom graph shows imports. You can 
see the relationship over at the right side of the graph, where imports 
have gone up and price has gone down. 

Mr. Cotuins. Would you translate this graph into figures so we will 
have that in the record, Mr. Suppes / 

Mr. Supres. We have a table that shows the figures which I have 
already given you. I think that is called Rye, United States price- 
support program and price analysis. 

I believe this statement has not been brought up to date, though, to 
include the current year’s activities. 

Mr. Cotiins. Where is that, Mr. Suppes? 

Mr. Surres. In my group, it is the third one from the top. That is 
the whole history of price-support operations, and it gives the national 
average price received by farmers, the price-support level, and the 
amount of activity in price-support operations. However, that doesn’t 
carry you right up into the present year of today, because we are still 
in a state of flux as to the amount that farmers will place under price 
support. We haven't shown 1953-54 prices in this table yet but we did 
show them in the graph. 

Mr. Co.titns. The present price support is $1.43? 

Mr. Surrrs. That is right. And you can see that the national aver- 
age price pushed down through the price-support level in May, and is 
continuing on downward. It has flattened out and risen a little bit 
in the last few weeks. That does not show on this graph. 

Mr. Coutiixs. What is the cash price, the latest, in relation to today’s 
support rate, at Chicago? 

Mr. Supres. Minneapolis, of course, is your principal terminal 
market. $1.64 is the support price for No. 2 rye or better. 

Mr. Waker. That is the support rate. 

Mr. Supres. Yes, the support rate, and $1.57 is what we would call 
the effective support rate, whereas the price on November 19 was $1.19 
to $1.25, or about 40 cents below support. 

Mr. Coturns. That is as of November 19? 

Mr. Surres. Yes. 

Mr. Coxitns. Do you have a comparabie figure for November 19 
a year ago? 

Mr. Supres. Yes, I believe so. It is $1.96 to $1.99, up pretty close 
to $2. So it has dropped from about $2 to about $1.20. 

Mr. Couirns. About 80 cents? 

Mr Surres. Yes. 

Mr. Cotxins. From these figures it is reasonable to assume, then, 
that if the present cash price of rye continues at approximately $1.19 
to $1.20, farmers are going to put most of their production under loan ? 

Mr. Supres. At least that part which will move to market, which 
will leave the farm, will tend to gravitate under the price support 
program and ultimately in Government hands. 

Mr. Cotutns. From that, then, there is no doubt but what these large 
importations have had a great effect on our price support program ? 

Mr. Surres. We would say so. 
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Mr. Couiins. Have you given for the record the total amount of rye 
that has been placed ‘under loan compared with the corresponding 
period of last year? 

Mr. Supers. Yes; I mentioned that a few minutes ago. It is item 3 
in this fact sheet, 2.4 million bushels as of the middle of October. It 
will be about 2 weeks from now before we will know the amount placed 
under support as of the middle of November. There is quitea lag in 
these figures. That is about 20 times as much as of the same date a 
year ago. 

Mr. Gorvon. Of course, there wasn’t any need for it a year ago. 

Mr. Surres. No; prices were very handsome a year ago, up around 
a hundred percent of parity. 

The Cuarman. What about the acreage this year as compared to 
last year? 

Mr. Supres. Acreage? It is roughly the same with 1,375,000 har- 
vested in 1953 compared to 1,385,000 the year before. 

The Carman. And have you any figures anywhere showing how 
much is planted this year for next year ¢ 

Mr. Waker. No; they are not available. They won't be available 
until the December crop report. 

The Cuarrman. Do you know if it will be much larger ‘ 

Mr. Suprrs. Yes; that is because of the diversions under the allot- 
ment programs. 

The Cuarrman. Would you not say that in some of the States it 
doubled? Have you any information at all on it? 

Mr. Surres. No; I wouldn’t think it would go quite that strong. 
Would you, Tom ? 

Mr. Waker. I doubt it. However, there is room for a lot of ex- 
pansion in the acreage of rye, due to the wheat acreage allotments pro- 
gram in South Dakota and North Dakota, and we are expecting a 
considerable increase in the rye acreage especially in those States. This 
December crop report that we are talking about, which will show an 
indication or intention to plant, will include all rye that is seeded, and 
in a large part of the country rye is seeded for cover crops and for 
winter pasture and is not seeded with the intent of harvesting. That 
report itself will not indicate the amount for harvest as grain. But 
we can expect that the total acreage for harvest as grain could go up a 
third or 50 percent. 

The CHarrman. I just came from North and South Dakota and 
Minnesota, and I noticed much more rye this year than last year. 

Mr. Waker. They are seeded for grain. 

Mr. Surres. They normally har vest as grain about half the rye that 
is planted in the United States. In late years they planted about 314 
million acres and harvested about half of it as grain. 

The CuarrMan. You may proceed. 

Mr. Coxtins. Does Canada have any program of governmental 
acreage or crop control similar to ours? 

Mr. Surprs. Well, not similar to ours. Mr. Gastineau—this is Rob- 
ert Gastineau. Can you give them a picture of the Canadian system 
of supporting the price and mi irketing of rye? 

Mr. Gastingravu. The Canadian system in the case of rye does not 
involve any restrictions or controls on either acreage or price. The 
only restriction there is is on the delivery quota for rye, which is 
established at the beginning of each season by the Canadian Wheat 
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Board. That is a little different than their programs on wheat, oats, 
and barley. Rye is marketed through their regular commercial chan- 
nels and it is outside of the administration of the Canadian Wheat 
Board om that it is included in the initial delivery quota that is 
established by the Board for deliveries from farmers. 

Mr. Coxiins. Along that line, does Canada have any minimum 
or maximum quota as far as exporting rye, for instance, or is it a free 
market ? 

Mr. Gastineau. No; there is no minimum or maximum quota. 

Mr. Couuins. I think maybe Mr. Walker or Mr. Suppes can answer 
this question. The last 2 or 3 years it appears that our domestic 
production of rye, oats, and barley has been on the decrease, and 
correspondingly I understand that the Canadian production of these 
three grains has been on the increase. If that is so, and with these un- 
usually large importations into the United States, does it follow that 
Canada is moving into our market and displacing our domestic 
producers ¢ 

Mr. Waker. Both acreage and production of rye has been on the 
decline for several years in the United States, with last year being 
a continuation of that decline with still less acreage than the preceding 
year, whereas in Canada the acreage and production has been on the 
upgrade. In fact, the total supplies of rye in Canada for this mar- 
keting year is estimated now at about 45,700,000 bushels. That is a 
record high; 29.3 of that is production and 16.4 is the carryover, and 
that 16.4—probably Bob can check me on this—is also a record for 
carryovers in Canada, 

Mr. Supres. There is a slight correction. Canadians came out the 
other day with a new crop report. The rye crop went down from 
29.3 to 28.2, and the supplies went down from 45.7 to 44.6. 

Mr. Cotiiys. Still the largest on record, though ? 

Mr. Surrrs. Yes. 

Mr. Waker. Domestically Canada uses about 7 million bushels 
of rye annually, which would leave the difference between his 44.6 
and about 7 million that is available in Canada for carryover and 
export. 

Mr. Coutuins. About 33 million bushels, in round numbers. 

Mr. Wacker. It would be higher than that. It is about 38 mil- 
lion, if my arithmetic is correct. It is 7 from 44.6. It would be 
just a little less than 38 million bushels available for carryover or 
export. If you would assume that Canada would, say, maintain that 
carryover of 16.4, which is enormously large for Canada, then you 
would have the difference or about 22 million that is available for ex- 
port, and that compares with actual exports last year of 9.2—that is 
total, now, to all destinations—and the highest during the war, or a 
the postwar years, of around 10 million “bushels. So you would sa 
that they have about double the amount available for export of the 
highest that they have been exporting since the war. 

Mr. Couuins. And our domestic production runs between 20 and 
24 million, doesn’t it? 

Mr. Waker. Our domestic production? This year it was only 
17.5. The year before that it was about 20, wasn’t it ? 

Mr. Supres. No; about 16 million bushels. 

Mr. Waker. Excuse me. Generally we think of rye production 
in this country as around 20 million bushels. Of course it used to be 
much higher, up around 45 to 50 million, But as we pointed out a 
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moment ago on your question, we have been on a decline in produc- 
tion and have gotten down to less than 20 million now. 

Mr. Couuins. Is there any relationship between these C anadian im- 
portations over the years and the decrease of rye produced by our 
American farmers / 

Mr. oa pres. No: I would say not. 

Mr. Couzins. How do you explain that ? 

Mr. Surres. Other causes, other than imports, have caused farmers 
to produce less rye. That has been going on for dec ades, 30 or 40 
years. Rye has been going out of favor as a crop. The principal rea- 
son, in the last 15 or 20 years, is that wheat has been a more profitable 
and certain and safe crop for them, so they have turned to wheat. 

Mr. Couns. If they reduce the acreage on wheat due to the allot- 
ments won't that force farmers in the West to shift their wheat to rye? 

Mr. = pres. Yes. 

Mr. Couxins. And rye, as of those figures you gave a little while 
ago, is 80 cents a bushel under what it was a year ago. There doesn’t 
appear to be much incentive for planting rye. 

Mr. Supres. In desperation they will do it, though. Up on the 
north plains there are not many crops that they can turn to, but rye 
is one. 

Mr. Cotuins. What isthe normal domestic supply? What Iam try- 
ing to get at is do we raise enough rye for our own needs or are we 
dependent to some extent on these Canadian importations ? 

Mr. Surres. Frankly, for several years we have been dependent to 
some extent on imports. We have not produce ed enough to meet our 
own needs. 

Mr. Cotuins. What would you say the needs are for this year? 

Mr. Surres. 1953-54? 

Mr. Corts. Yes. 

Mr. Surres. Well, we are estimating that our domestic disappear- 
ance will probably be about 23 million bushels. That is in the light of 
the big imports, however. If it weren’t for the big imports we would 
be feeding less, and using less industrially and so forth. Our exports 
will continue very small, probab ly less than a million. But for the 
sake of argument we can say 23 million might disappear in the United 
States this year. Well, we produced 17.5 million, and we carried over 
last summer 6.3. So that is 23.8 that is our domestic supply. 

As we have pointed out, some 9 or 10 million has already come in. If 
we will assume imports are 10, that means we have about 34 of supplies, 
then, for the current year, and as we said, we will use about 23 of that. 
That means, on that basis, th: it the carryover next summer will be up 
around 11 million. But that is very guessy. Of course imports may 
be higher. Your question was how much will we need or consume? 

Mr. Cotiins. Yes. I was trying to relate that with Canada having 
roughly 44 million bushels over there, including their carry-over, and 
our domestic need runs anywhere from 20 to 24 million. ‘That excess 
rye that is imported, where does that go in this country? It appears to 
be over our needs. 

Mr. Surrrs. Well, it will go into the hands of pr ivate ert ain men and 
speculators and indirectly to the Government, through the price-sup- 
port program. 

Mr. Wavxker. No; Canadian rye will not go to the Government. It 
means that with those imports from Canada there will be more of our 
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domestic rye that will go into price support and eventually into the 
hands of CCC, but Canadian rye imports will never go into the hands 
of the Government. 

Mr. Co.utns, Doesn’t it mean simply this, that we are getting this 
excess rye from Canada that is displacing our domestic rye and forcing 
our domestic producers to put their rye under loan? 

Mr. Supres. That is right. 

Mr. Cotuins. And it is because of that difference in the price, be- 
tween the cash price and the support price ¢ 

Mr. Supres. Yes. 

Mr. Coxiins. Would you have any way of arriving, in terms of 
cash figures, at what this is going to cost our Government ¢ 

Mr. Supres. No. 

Mr. Corus. In effect, it is subsidizing the Canadian producers, 
isn’t it, at the expense of our taxpayers ¢ 

Mr. Supres. Indirectly; yes. 

Mr. Waker. It is rather difficult to determine as of the present 
whether any losses may be sustained by CCC on the takeover of 
any rye from the 1953 crop that goes on price support. In the past 
CCC has been rather fortunate with rye. You have to visualize 
the situations that may develop in the future. If something should 
occur that would force prices of rye back up above the price-support 
level, then CCC could dispose of its rye without very much loss, 
if any. 

Mr. Coxiins. It could go the other way, too. 

Mr. Wacker. but if the prices remain as they are now, considerably 
below your price-support levels, and then the occasion arises that 
this rye owned by CCC as a result of the takeover from price- 
support operations were to have to be marketed because of going 
out of condition, for instance, then there would be a considerable 
loss sustained. 

Mr. Surres. Or if the Government has to hold it several years, 
the storage would accumulate. 

The CHarrMANn. It would run into the loss of millions of dollars, 
won't it? 

Mr. Supres. Several million. It could. 

Mr. Cotiins. Do you have any information as to what our present 
storage facilities are, assuming that in the light of these Canadian 
imports there might be a rather large amount of rye going under 
loan? At the present time, does the Government have enough stor- 
age facilities to take care of this anticipated crop going under loan? 

Mr. Wacker. If you think in terms of rye alone, yes, there is 
sufficient storage. ‘There is much more than adequate facilities. 
But if the wheat supplies occupy that storage, then there might be 
a tightening of storage. But it would be the wheat that would be 
blocking the rye out of the storage, rather than the small amount 
of rye, because that is very small compared to wheat. Otherwise 
your storage facilities would be adequate. 

Mr. Surres. You can say that the imports are aggravating the 
storage situation. 

Mr. Cotirns. You gentlemen will agree, will you not, that in view 
of these importations there is a serious problem and possibly a serious 
effect upon our price- support program ¢ 

Mr. Surres. Yes, sir. We cannot help but agree to that. 
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Mr. Cotitns. Do you have any further comment, Mr. Gordon? 

Mr. Gorpon. No, I don’t think so. Of course as has been brought 
out, the rye supplies among the grain crops is a very minor crop, 
from the standpoint of over rall production and so forth, and when you 
compare it with our other crops, it doesn’t present the problem that 
you have on wheat and oats. 

Mr. Cotuins. How about oats and barley, is there a similar situation 
existing ¢ 

Mr. ae: Not on barley 

Mr. Cotirns. How about oats? 

Mr. ile Your barley situation is not nearly so bad as on rye. 
Of course, action has already been taken under section 22 on oats. 
But the rye does present a very clear-cut case for section 22 action, 
and we are proc alias | in that direction. 

The Cuairman. Did you say it does not apply to barley? 

Mr. Gorvon. The conditions on barely don’t compare at all with 
rye. 

The Cuamman. The present indication is that the barley situation 
is out of control, too. 

Mr. Supres. It is not as clearcut under the provisions of section 22 
as rye. 

Mr. Gorpon. As either oats or rye. We would be rather pressed to 
make a case on barley. 

Mr. Supres. One of the reasons, Senator, is that the great m: \jority 
of the imports of barley are the malting types, which bring premium 
prices, and malting barley is above price support in the country 
today, and the price-support program does not make provisions for 
premiums on malting types. So we are in a complex picture there on 
barley. It would be more difficult to make a clearcut case. 

The CHarrmMan. Are you watching the barley situation pretty 
carefully ? 

Mr. Supres. We are indeed. 

Mr. Gorvon. We are, very closely. 

Mr. Corts. Could we shift now to another phase of this, Mr. 
Chairman? We have Mr. Douglas Bagnell of the Commodities 
Exchange Authority, the Director of Compliance. Mr. Bagnell ap- 
peared before our committee on September 23, and at the conclusion 
of that hearing he advised us that he was going to make a further 
investigation into the activities existing on the Chicago Board of 
Trade as far as trading in rye. I wonder if you could more or less 
bring us up to date, Mr. Bagnell, having in mind the investigation 
that you have made since our last hearing and if there is information 
that you can give the committe at this time. 

Mr. Bacnewu. Yes, sir. 

I might say first we have 1 week’s figures on rye shipped from Can- 
ada, I think subsequent to those that Mr. Suppes just. had, through 
November 25. Apparently last week, about 2,200,000 cleared C anada 
for the United States, and as Mr. Suppes points out, there are 2 sets 
of figures, 1 covering the stuff as it leaves Canada and 1 as it gets into 
the United States. We have found that these last-minute shipments 
frequently come in and are held-in-bond, in winter storage, and winter 
storage in boats, we found that particularly of oats in Chicago, and 
then unloaded next year. 
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According to our figures, roughtly 11 million bushels has cleared 
Canada. How much has checked through customs I do not. have. 
But I think Mr. Suppes pointed out about 5,400,000 has as of the 19th. 

The latest comparison we have of Canadian futures prices, or Chi- 

cago futures prices, was as of last Friday. The prices on the Chicago 
Board of Trade are running about 12 to 14 cents a bushel above the 
Winnipeg Grain Exchange. The December futures, for example, is 
about $1.18 in Chicago, and $1.06 in Winnipeg. There is about 12 cents 
premium on the Chicago futures there. 

Mr. Cottrns. Can you explain, if you will pardon the interruption, 
how importers buying this Canadian grain at Winnipeg and bringing 
it into the Chicago market and selling it on the board of trade, with 
the price spread between Winnipeg and Chicago. Aren’t they bring 
ing this rye in at a loss? 

com _ Bac NELL. Well, a 12 to_14 cent spread which is what exists 
now is a pretty close margin. We figure it costs about that to bring 
the rye in, when you figure the freight, duty, handling charges and 
so forth. We figure Winnipeg would have to be about roughly 13 to 
14 cents under Chicago to bring any profit. There is a little bit of 
guessing in that, in that some of the rye that comes into Chicago is 
sold at a premium, some of it can be mixed up a bit and make plump 
rye, which would bring a 2%%-cent premium, and some of it might 
even bring higher premiums than that, under special circumstances. 

So it is hard to say definitely exactly what the price relationship 
has to be. But certainly during the larger part of this summer, the 
situation has been such that I don’t see how it could have been im- 
ported profitably just on the face of it. 

Of course there is another angle to that. If the importer happens 
to be short, and the Chicago futures market goes down as a result of 
these imports, he can cover his short position at a profit which may 
more than compensate for the loss in the actual importations. We had 
a situation in oats which was gone into in considerable detail, where 
we are contending that that was done. Oats were imported in 1951-52 
year under cire umstances that we said show a loss. But the importer 
had a very large short position in the Chicago futures market, and 
our contention—this is just in the process of litigation now, we haven’t 
proven anything—our contention is that that was done for the purpose 
of bringing about a price relationship that would show a speculative 
profit. 

Mr. Couirns. Could the same thing be happening in rye? 

Mr. Bacnevt. It could. One impact of this thing is the delivery of 

rye on the futures contracts on the Chicago Board of Trade. That 

has perhaps a most direct effect on futures prices when heavy deliv- 
eries are made, particularly when there is a glut of the commodity 
already. We find that so far this year there has been about 1014, 
million bushels of rye delivered on futures in Chicago, and we still 
have December to go. December is usually the heavy “deliver y month 
and if it holds true again this year there will be perhaps a total of 
13 or 14 million bushels delivered which is roughly double the de- 
liveries for 1951 and 1952, for each of those years. 

In other words, we feel that the importations and delivery of this rve 
on the market has a present effect on the futures price and unques- 
tionably the cash price is hinged to some extent to the futures price. 
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Mr. Couns. Doesn’t it seem a little unusual where this rye is im- 
ported from Canada, brought from Winnipeg by rail or by boat to 
Chicago, and disposed of on the Chicago exchange at a loss? 

That is a little unusual for these importers to bring this in and 
expect to sell that at a loss. 

Mr. Bacne.u. Well, I don’t know, I would say it is entirely unprece- 
dented. As I say, we have the same situation in oats. It is a thing 
that needs an answer. ‘There is no doubt about that. 

Mr. Couuins. And it needs some investigation. 

Mr. Bacneiu. Well, we have concentrated our activities on the oats 
situation mainly because we felt it was more acute last year and our 
facilities were pretty well stretched out covering that. We have a 
hearing beginning on that the day after tomorrow here in Washington. 

Mr. Couuins. Is that in connection with section 6 (b) ? 

Mr. Bacnett. Of the Commodity Exchange Act, yes sir; section 
6 (b). 

Mr. Cours. On the oats situation that you went into, have you 
found that your CEA has enough statutory authority to properly 
survey and police the commodities exchange market? You have had 
this experience in oats now. Do you feel that your agency has enough 
authority to put a stop to this condition existing or that you appar- 
ently found, of manipulation ¢ 

Mr. Bagneci. Well, we do not have anything of a cease-and-desist 
order under which we can step in and make anybody stop, summarily. 
Our procedure has to be this, we have to file a complaint against the 
individual, charging him with manipulation, or exceeding the specula- 
tion limit, or whatever we say he is doing. Then that is subject to a 
hearing under the Administrative Procedure Act, and the hearing 
usually is considerably delayed, for various reasons, like any legal 
procedure. After the hearing, if we have established our case, the 
Secretary issues an order denying this party further use of the futures 
markets for some specific period of time. That order is appealable to 
the Circuit Court of Appeals. So it may readily be 1, 2, or 3 years—in 
fact, 1 year would be very quick. It may run into 3 or 4 years before 
our order becomes effective. 

Senator Young brought up that question some months ago with 
us in connection with this oats matter, and asked us what should be 
done. We didn’t have any very ready answer for it. If we are given 
the power to seek an injunction in Federal court, that might expedite 
the matter. Senator Young introduced a bill, I believe it is S. 1990, 
which would give us power to go into court and seek an injunction. 
The Department has recommended it favorably. That bill would 
also give us subpena power under which we can bring suspected 
manipulators in under oath and examine them. That is also included. 

I don’t know any way, though, that we could ever expect to get 
power to step in and cure these things overnight, because I don’t think 
the Department would want, and I don’t believe Congress would want 
to give us, power to take away millions of dollars, perhaps in prop- 
erty rights without a hearing. So we have to look toward the long- 
term objective of putting people out of the market who do this sort 
of thing, and endeavoring to demonstrate that it is unprofitable enough 
so that too many people will not try to do it. 

Mr. Coturns. Mr. Chairman—— 

The Cuatrman. Does not the other laws apply ? 
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Mr. Bacne ti. That would be under the antitrust section, Senator. 
I think there is legislation now pending on that, too. 

The CuarrMan. That would be up to the Attorney General? 

Mr. BaGnetu. Yes. 

The CuairMan. You do not know whether any proceedings are 
pending in that? 

Mr. BaGnett. No,sir. I might mention, though, that we have asked 
the Attorney General to institute proceedings in this oats case, in addi- 
tion to the Administrative Procedure Act proceedings, and that is now 
being considered. 

The CuairMan. Do you know of any criminal proceedings at all 
during the last 20 years? 

Mr. Baeneiu. Yes, sir. We got judgments against egg manipula- 
tors under the antitrust law, a few months ago. It is pending in 
Chicago. 

The CuHarrMan. How long ago was that? 

Mr. BaGneLt.L. We got that indictment in January, I believe. It is 
still on the docket. 

The CmamrMan. Has it been tried during the last year? 

Mr. BaGne.. No, sir. 

The Cuarrman. That is the only case you can give us during the 
last 20 years, this egg case / 

Mr. Baeneww. It is the only one I know of offhand, yes, sir. 

The CuHarrman. Do you know of anybody at all during the last 20 
years who has been sent to jail for manipulating ? 

Mr. Baenewu. No, sir. 

The CuHairMAN, ‘The present statute doesn’t seem to cover it, then? 

Mr. Bacnetx. I am afraid there is a tendency to take a calculated 
risk, by some of them. 

Mr. Coniins. Mr. Bagnell, I wonder if you could tell us this: This 
rye that is coming in, do you know whether that is brought in by many 
individual importers or by 1 or 2 or 3 or a small number as against a 
lot of small importers? What is the situation regarding the import- 
ing of this rye? 

Mr. Baene wu. It is brought in by a few large operators. 

The CHatrMan. How many would you say? 

Mr. Bagne.u. I would say that 90 percent of it was being covered 
by two importers. 

The Cuarmman. Two. 

Mr. Baenewu. Yes, sir. 

Mr. Cotiins. Senator, in connection with your question to Mr. 
Bagnell about whether there has been any violation of the antidump- 
ing provision of the Revenue Act of 1916, I would like to make a part 
of the record a letter from Warren Olney, Assistant Attorney General, 
Criminal Division, Department of Justice, to the Honorable W illiam 
Langer, chairman of the Senate Judiciary Committee. 

The Cuamman. What is the date of the letter? 

Mr. Cotuins. November 24, 1953. Would you like it read for the 
record # 

The Cuamman. Read it. 
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Mr. Couns (reading) : 
Hon. WILLIAM LANGER, 
United States Senate, Washington, D. C. 

Dear SENATOR: Your letter to the Attorney General dated November 13, 1955, 
with respect to the activities of Cargill, Inc., in the importation of grain from 
Canada has been referred to me. This letter is in reply to those matters which 
deal with violations of the Commodity Exchange Act. 

The case is based upon the report received from the Department of Agri- 
culture, which is mentioned in your letter, together with such further imple- 
menting information which has been furnished this Department. The charges 
involve the exceeding of speculative limits, the filing of false or deceptive re- 
ports with the Commodity Exchange Authority, and the manipulation or at- 
tempted manipulation of the price of oat futures on the Chicago Board of 
Trade. From the standpoint of criminal prosecution the case presents legal 
problems and as a practical matter is believed to depend upon whether there 
is sufficient evidence to establish manipulation. 

The case has recently been submitted to the United States attorney at St. 
Paul for his consideration and recommendation. Criminal prosecution will be 
instituted providing we determine that the evidence warrants such action. 

Your letter also refers to violations of the antidumping provisions of the 
Revenue Act of 1916, and to violations of the antitrust law. The inquiry with 
respect to these matters is receiving attention, and it is expected that you will 
receive a further reply shortly 

Sincerely, 
WARREN OLNeEy III, 
issistant Attorney General. 


The CuHatrman. Has the Attorney General been in close communi- 
cation with you on these matters? 

Mr. Baenexy. Yes, sir; we are in close communication with him. 

Mr. Cotiins. Under the CEA Act, Mr. Bagnell, I understand that 
your agency checks on the trading practices ‘of traders on the Com- 
modity Exchange in Chicago ? 

Mr. Bagnexu. Yes, sir. 

Mr. Cotirns. Could you tell us what are the trading limits or specu- 
lative limits applying on the commodity exchange today ? 

Mr. Baenetu. The speculative limits on rye is 500,000 bushels. 
That is the most that can be held speculatively by any one person or 
firm. On the other grains, it is 2 million bushels. 

Mr. Cotuiws. That 500,000 bushels, as far as rye is concerned, is that 
any one transaction or for a stated period ? 

Mr. Barnett. Well, it is the total amount any one person may 
trade in on one business day or may hold in the form of open con- 
tracts at the end of the business day. In other words, if a person goes 
in and buys 500,000 bushels of December rye today, he has reac shed 
the trading limit today, and tonight he will be long 500,000 bushels of 
December rye which has reached the position limit, so he is through, 
speculatively. 

Now, that limit does not apply to hedging transactions. For ex- 
ample, if a person has in his elevator 5 million bushels of actual rye, 
he may sell 5 million bushels of futures. That is a hedge, and the 
speculative limit does not apply. We have charged in this case that 
you mentioned there a moment ago that the respondents i in this action 
sold on the Chicago Board of Trade under the guise of hedging when 
they actually did not own the oats on the other side of the market. 
that it was not a hedge. That is part of the essential part of this 
case. 

Mr. Cottrs. Have you, as a part of this investig: ition since the last 
hearing, been following the transactions in rye on the Chicago Board 
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of Trade, particularly with a view of determining whether various 
traders or importers are keeping within their spec ulative limits? 

Mr. Baenetu. We have 

Mr. Cotitins. Have there been any developments that you can give 
to the committee, or anv findings? 

Mr. Baenetn. I would prefer not to do that. 

Mr. Corus. I wouldn’t want to press for any information along 
that line. 

The CuarmmMan. But you are watching it? 

Mr. Bacenety. Yes, sir. 

Mr. Corurns. I believe that is all the questions I have, Mr. Chairman. 

The CHarrman. I would like to ask you a question on that letter. 
You heard that letter read by Mr. Baker. Have you any comments 
to make on it? 

Mr. Gornon. That deals with the overall matter of price-support 
legislation which, of course, is under discussion at the present time and 
which is being worked on by various committees and so forth. I don’t 
think ¢ at this time we would have any comments. 

The Cuamman. Who in your department has charge of drawing up 
legislation that you want? 

Mr. Gorpon. That would be done in the Secretary’s Office. 

The Cuarrman. Do you gentlemen have any suggestions to make on 

cislation that would help? 

Me. 4 roRDON. No; I think not. 

The CuarrmMan. It would have to go through the Secretary ? 

Mr. Gorvon. The Secretary is working through various advisory 
committees, and it finally comes to the National Agric ultural Advisory 
Commission which is supposed to whip the material into shape. That 
1s IN process at the present time. 

The Cuatrman. Mr. Collins, are you and your associates working in 
drafting some legisl: ation, are you? 

Mr. Coxtins. We haven’t started yet, Senator. We wanted to get 
the background from the Department of Agriculture, these fellows 
here, too, on the needs for any information. 

Mr. Bagnell, do you feel that the present CEA Act is sufficient for 
you to curb practices ¢ 

Mr. Bacnetu. Well, as I mentioned a minute ago, we believe Senator 
Young’s bill will be a help to us. We have at various times intro- 
duced proposed legislation to amend the act. I would not be in a 
position to make any recommendations, of course. 

Mr. Coutirns. Mr. Chairman, we also have Mr. Delos James from 
the National Grange. Do you have any statement, Mr. James, or 
would you care to make any comments on the testimony that the 
committee has received this morning ? 

Mr. James. It appears to me that the situation has been pretty well 
covered. The important facts have been brought out. I think there 
is a remedy for this, if the remedy would be applied, or had been 
applied when it should have been. ‘That is, long ago when these im- 
ports began to reach a rather dangerous point by ~ausing a depressing 

effect on our market. I should hope that we weren't helpless, that 
we didn’t have any remedy to correct this problem after we have gone 
to the extent of trying to assist the American producer in obtaining 
a decent price. 
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In other words, what our support loans were intended to do was 
to avoid serious effects on the domestic producer by way of depressed 
pr ices, 

Mr. Cotiins. By the remedy, do you mean section 22 ¢ 

Mr. James. Well, that hasn’t been brought out, it seems to me, Mr. 
Collins. We do have a remedy, don’t we, for this kind of a thing? 
The question in my mind, all along since the September hearings, and 
even before, not only with regard to rye but with regard to other prod- 
ucts, walnuts, and filberts and things like that, butter and cheese, laws 
that were passed, the legislation that was enacted, was enacted with a 
view of protecting these commodities that were threatened by im- 
ports that would interfere with our price support program. 

That is the National Grange’s position. While we place great em- 
phasis on the matter of foreign trade and the foreign market as an out- 
let for our surplus products, still the Grange also is committed in 
support of a program that protects our own market or our own com- 
modities from destructive competition from abroad. So here is a 
case that is perfectly clear, it seems tome. It has been going on for 
quite some time, and I ions t think it is the first year that it has hap- 
pened. But the damage will have been done, all of this rye will have 
come in here, even before the lakes freeze over, and so far as this year’s 
crop goes, if action was taken right now it wouldn’t correct much if 
any of the damage that has been done. 

The Cuamrman. We tried to stop it by having hearings in Sep- 
tember. 

Mr. James. I want to commend you for taking the initiative, or 
taking action in September. It was a good move. This is a con- 
structive move. 

The CHarrman. It seems to me that the Commodity Credit Corpora- 
tion ought to have been on the job months ago. It certainly is their 
job to protect themselves against loss. They are going to have loss, I 
think, in millions of dollars on this rye situation. 

Mr. James. Senator, I don’t think the Commodity Credit Corpora- 
tion is entirely the one that is responsible, because in some other cases, 
as I recall, they have taken action, that is they have made recommenda- 
tions, but it has been held up farther along the line somewhere. 

The CuatrmMan. We are trying to find out where it is held up. 

Mr. James. That is good. 

The Cuarrman. LT appreciate that they have nearly a record amount 
of products at hand right now. It is over $4 million, as I under- 
stand it. 

Mr. James. We have the remedy. Why isn’t that remedy applied ? 
Where is the barrier? What is the thing that gets in the way and 
stops us? 1 

The Caatrman. These gentlemen ought to be able to tell us, and 
we are trying to find out. 

Mr. James. It is beyond their hands, I think. But still there is the 
long delay before any final decision is made. The damage is done. 
After the cow has kic ‘ked the bucket, what is the use of tying her? 

The Cuairman. Have you any specific recommendations for legis- 
lation ? 

Mr. James. None other than what I have implied. Unless we use 
the tools we have to adjust a matter like this, and if that won’t do, 
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let’s find out why and what new tool or device has to be designed 
to do it. 

The CHairmMan. This committee wants to find out if we can who is 
to blame and why something hasn’t been done. The problem is to fix 
the responsibility squarely on the person that is to blame. That is 
the purpose of the hearing. 

Mr. James. I wouldn't know just where to spot it, but maybe some- 
body does know. 

The Cuarrman. Do you think somebody may know and won’t tell? 

Mr. James. I guess they would tell if they are asked to tell, and if 
they knew exactly. Maybe it can’t be spotted exactly. I am in the 
dark on that point, too. 

The CHarrman. What do you think is the reason why this thing 
wasn’t taken care of ? 

Mr. Bacnetu. I am not exactly in the position to answer that. We 
are in the position of a policeman, we can’t arrest a man if he is not 
speeding. We can’t arrest him if he just looks like he is going to speed. 
— we arrest him, he has all the rights of appeal and I assure you 

are very ee and have been for many years over the delay 
the it we are faced with in trying to get these things to a conclusion. 
The average case we have takes well over 2 years, if it is of any con- 
sequence. If it is of any consequence it goes through the Supreme 
Court, and under the existing legislation a person can continue to do 
exactly what he was doing for that whole period of time. 

So, frankly, I don’t know what the answer is. As I said, I don’t 
believe Congress would ever tell the Secretary of Agriculture or the 
Administrator of the Commodity Exchange Act that he could go out 
and just tell a firm “You must quit today,” with no hearing and no 
right of appeal. These markets move so fast that if they take ad- 
vant: ige of all the delay that they can bring about, the thing is long 
since forgotten before the order is ultimately effective. 

The Cuarrman. As I understand your testimony, then, the various 
delays are too long, too much time is given for appeal and that sort of 
thing, and time should be cut shorter. 

Mr. Baenewy. I don’t know whether it should or not, Senator. 
There you are getting into the question of how summarily can you 
depri ive a man of his rights. 

The Cuarrman. You can give a man 10 days, 2 months, or 6 months. 

Mr. Bacnewi. That is the sort of thing that we are groping for, 
some procedure under which we can give a man due process and still 
not have this interminable delay. That is what I think some of the 
others are interested in, that is, Senator Young, in his suggestion for 
an injunction procedure. Even that cannot be done overnight. You 
have to go into a court and persuade some judge to give you an 
injunction. 

The Cuatrman. The District judge can give them 10 days. Would 
something like that help out here? 

Mr. Bacnetu. It would be a lot shorter than what we have now. 

Mr. James. May I ask a question? That would be with regard to 
the trading on the exchange, wouldn’t it? 

Mr. Bacnety. That would mean that the person against whom the 
action was taken could no longer use the facilities of the exchanges. 
I might say that all of these imports that are of any consequence do 
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use the machinery of the exchanges, and I don’t think could be done 
without the use of that machinery. 

Mr. James. But even if things were going along all right on the 
exchanges, these products could come in, that is, rye could still come 
in at the lower price, at a price below the loan, and still do the harm 
that is being done. So the remedy is beyond that part of the problem. 

The Cuarmman. Not if you get a temporary restraint or an injunc- 
tion proceeding. 

Mr. James. That would restrain only one trader. 

The Cratrman. He says two firms are bringing it in. 

Mr. James. If one was evading the law ? 

Mr. Bacnetyt. We would have to demonstrate that the imports were 
for the purpose of manipulation. 

Mr. James. All? 

Mr. Bacnetu. No, the imports being done by Joe Doaks. 

Mr. James. But six others could go ahead. 

Mr. Bagnety. This wouldn’t stop any unless it was shown that they 
were manipulating. 

The Cuarrman. We would stop if it was shown they were manipu- 
lating. 

Mr. James. Yes. But it seems to me that these commodities are 
coming in, and somebody is bringing them in, and they are depressing 
the price. Take the matter to the Tariff Commission for a study. The 
Tariff Commission makes a recommendation that a tariff should be im- 
posed, or some duty. Then the Secretary of Agriculture has to make 
the recommendation to the President, doesn’t he? Then what hap- 
pens? The Tariff Commission has not studied this rye situation, have 
they ? 

Mr. Supres. The thing is in process. It is still within the Depart- 
ment. 

Mr. James. In the Tariff Commission ? 

Mr. Supres. In the Department of Agriculture. 

Mr. James. It passed the Tariff Commission ? 

Mr. Waker. No. The procedure there is that the Secretary sub- 
mits it to the President with a recommendation and the President in 
turn submits it to the Tariff Commission and the Tariff Commission 
moves it to hearing and then returns it to the President. 

Mr. James. The Tariff Commission has not acted yet ? 

Mr. Waker. The rye docket has not reached the Tariff Commis- 
sion. 

Mr. Surres. It is in an interim stage. 

The CHarrMan. We are in the same shape as in September. 

What has happened since September ? 

Mr. Suppes. We have developed a lot of facts and figures and the 
case has been written up. 

The CuarMan. But the rye has been coming in just the same during 
those months? i 

Mr. Suppes. Yes. Shipments have been abnormally high. 

Mr. Cottrys. I have no more questions, Senator. —~ 

ne CuatrMAN. Have either of you gentlemen any comments to 
make ¢ 
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Mr. Supres. Well, I would like to say we have not sat still since last 
September. It takes several weeks to develop all the facts and figures, 
to find out where you are, and where you are going. 

Mr. Gorvon. And as I indicated, we are already past that, through 
the Board, and ready for submission to the Tariff Commission. 

The Cuarrman. Well, I am certainly very grateful to you gentle- 
men for coming over this morning. Thank you very, very much. I 
hope we can proceed faster with this thing and help to really get some 
action. 

Mr. Surres. I think we all feel the same way about it. 

The Cuarrman. Thank you for coming over. 

(Whereupon, at 11:30 the hearing was concluded.) 
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TUESDAY, JANUARY 19, 1954 


Unrrep Srates SENATE, 
SUBCOMMITTEE ON ANTITRUST AND Monopo.y 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10 a. m., in room 424, 
Senate Office Building, Senator William Langer (chairman) pre- 
siding. 

Present: Senators Langer and Dirksen. 

Also Present: Thomas B. Collins, subcommitee counsel. 

The CuatrmMan. The meeting will come to order. 

You may proceed, Mr. Collins. 

Mr. Coiurns. Thank you. Senators, this is a hearing this morning 
called by our subcommittee to look into the importation of barley and 
its consequent effect upon the American market. We have as our first 
witness this morning Mr. Roy F. Hendrickson, executive secretary, 
National Federation of Grain Cooperatives. 

The Cuarrman. Is Mr. Pierce Butler here from St. Paul? 


STATEMENT OF ROY F. HENDRICKSON, EXECUTIVE SECRETARY, 
NATIONAL FEDERATION OF GRAIN COOPERATIVES 


Mr. Henprickson. No, sir; he could not be here this morning. 

The CHarrMan. He wired me and said he was going to be here. 

Mr. Henpricxson. Mr. Chairman, I have tried to bring my informa- 
tion together in a statement here, and I will run through it as briefly 
as possible. 

The Cuairman. It is understood that any one of these four gentle- 
men can interrupt you at any time, and Senator Dirksen can interrupt 
you, and ask you any questions they want. The hearing is very 
informal. 

Mr. Henprickson. Yes, sir. 

United States producers of barley, particularly of the malting pre- 
mium varieties produced in the Central Northwest, have largely lost 
their market to imports from Canada. 

The import duty of 714 cents a bushel is more than offset by lower 
railroad rates in Canada, which are approximately 39.5 percent of the 
United States freight rail rates. 

Furthermore, Canadian prices of barley remain at levels somewhat 
under the United States support prices for barley. This may well be 
by design. The marketing of barley in Canada is a Government mo- 
nopoly. The program is administered by the Canadian Wheat Board, 
which has, and exercises, the authority to limit or expand at will the 
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quantities delivered from (a) farms to local elevators, )) from local 
elevators to terminal points, and (¢) the selling of barley in store Port 
Arthur or Port William at Winnipeg either for cash or under futures 
contracts. It has effective control of the supply ottered to the market 
on any day, week, or month. This means it can influence the price 
effectively. 

The result is that a larger and larger share of the United States 
domestic market for barley suitable for malting or pearling has been 
transferred to Canada, despite more than adequate supplies of barley 
of the required varieties and types in the United States. Canada 
simply prices its barley below the United States level and preempts 
the market. 

The basic data relating to barley are outlined below so as to pro- 
vide a comprehensive picture of the situation: 

Senator Dirksen. May I ask at that point, does the Canadian Gov- 
ernment subsidize the production of barley ? 

Mr. Henpricxson. So far as I know it is not a direct subsidy. 
There might be said to be a subsidy in this, that of the two railroad 
systems up there, the one is owned by the Government and the other 
has been heavily subsidized by the Government, so perhaps that rail- 
road rate which is unusually low in relationship to ours might be said 
to reflect a subsidy. 

Mr. Gastineau. For the Senator’s information, from year to year, 
Canada does establish an initial payment to producers which is usually 
well below the market price at the begining of the marketing season. 
To that extent they do guarantee a price. 

Senator Dirksen. A floor that they set? 

Mr. Gastrneav. Yes. 

Mr. Henprickson. Production in 1953 and carryover. Production 
of barley in the United States in 1953 totaled 241 million bushels, 
about 7 percent more than the revised 1952 production estimate of 
226 million bushels. Average increased, and the yield was high, the 
average per acre being 28.2 bushels, exceeded only once in 1915. 

The carryover of old barley, as of July 1, last was estimated, by the 
United States Department of Agriculture at 51 million bushels. 

Production outlook for 1954: There is expected to be a substantial 
expansion of barley acreage planted in the spring of 1954, due in 
large part to the wheat acreage allotments. 

The Crop Reporting Board estimated that fall rye plantings were 
increased by 22 percent over the previous year; it is very likely that 
the increase in barley acreage will be even larger because of the adapt- 
ability of barley production to large areas of land and the opportunity 
for spring planting in areas where fall planting is difficult by reason 
of climatic conditions. 

The United States Department of Agriculture, on page 10 of The 
Feed Situation, released October 22, 1953, estimated the United States 
barley carryover as of next July 1 at 50 million bushels. Because of 
larger imports, the figure could well run higher. No barley shortage 
is in sight. F 

Imports of barley: From July 1, 1953. until December 30, there 
were imported from Canada 21,760,000 bushels of barley compared 
with 12,876,000 bushels for the same period in 1952. : 

_It is estimated that more than 4 million bushels have been placed in 
Great Lakes vessels for winter storage, which will be delivered to the 
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principal United States malting centers, Milwaukee and Chicago, 
when lake navigation reopens this spring. 

Senator Drrxsen. Is that storage bar!ey already sold to the United 
States consumers ? 

Mr. Henpricxson. The belief is that even more than that has been 
sold. 

Senator Dmxsen. But it is in the hands of United States con- 
sumers ¢ 

Mr. Henpricxson. No. Many of those lake vessels tie up in the 
wintertime and serve as warehouses during that period. They do 
make forward sales, not necessarily identifying the particular carrier, 
but it is believed that the way this 4 million is located that it is destined 
to come in and that actual forward sales are even larger than that 
t million. 

Although exact data are not available, it is commonly believed in 
the barley trade that very large sales of Canadian barley to the United 
States have been contracted and that the import movement will be 
extraordinarily high during April, May, and June, setting a new 
record for export to the United States of barley for manufacturing 
purposes. Imports of at least 35 million bushels to 40 million bushels 
by next July 1 are in prospect. 

The high points in imports of barley from Canada to the United 
States occurred during the war years 1942, 1943, and 1944 when record 
large quantities were brought into this country by the Government in 
connection with the expanded livestock-production program during 
the war period. This was an abnormal situation, and not proper for 
comparison. 

Since World War II, imports from Canada have steadily moved 
ma ard, being year by year as follows: 1945 marketing year, 5,647,000 
bushels: 1946, 4.063, 000 bushels: 1947, 973.000 bushels: 1948, 10,366,000 
bushels; 1949, 15,321,000 bushels: 1950, 11,119,000 bushels; 1951, 11 
million bushels; 1952, 25 million eels 

United States support prices: For the 1953 crop, United States 
support prices were announced by the United States Department of 
Agriculture at 85 percent of transitional parity which, on the basis 
of Minneapolis, the principal domestic market for malting varieties of 
barley were: For No. 2 barley or better, $1.44; ed a 3 barley, $1.43; 
for No. 4 barley, $1.38; and for No. 5 barley, $1.3 

These prices are based on the feed value of barley related to the 
feed value of corn and oats and do not take account of the malting 
premiums which over a period of 10 years have averaged around 30 
cents a bushel for the varieties and qualities which United States 
farmers, particularly in the Dakotas, Montana, Minnesota, and Wis- 
consin, have sought to produce to meet the needs of the malting 
industry. 

For the 1954 crop, Secretary Benson in October announced a sup- 
port price of 85 percent of transitional parity. This rate will be 
approximately 9 cents a bushel less than Jast year as a result of tran- 
sitional parity, a provision asosociated with the new-parity formula 
by Congress. This provided, starting January 1, 1950, for a reduc- 
tion of 5 percent in the effective parity price for barley each year as 
a gradual transition was made from the use of the old parity formula 
to the modernized parity formula in computing parity and, conse- 
quently, support prices for barley. 
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Encouragement to producers : For some years past, State and county 
extension workers have encouraged farmers in the States mentioned 
with their soil and climatic conditions to produce premium malting 
and pearling barley qualities to plant the varieties and types of barley? 
to meet specifically the needs of the malting and other food-manu- 
facturing industries in the United States. 

A center of research, supported by the United States Department 
of Agriculture, a number of State experiment stations, and the malt- 
ing industry, has been maintained at Madison, Wis. 

Much of this effort by farmers have now come to nought by reason 
of the flow of Canadian barley to our domestic markets at prices 
below the United States support price, while United States premium 
barleys move in large volume into storage under price supports. 

Barley placed under support prices. Up to December 15, 32,226,000 
bushels of barley had been placed under the support program, an un- 
usually high volume. 

Senator Dirksen. Is that by purchase or loans! 

Mr. Henpricxson. Purchase agreements and loans, the loans being 
the heaviest. 

For North Dakota alone, the rate at which barley was placed under 
the support program up to December 15 was five times greater than 
last year. 

Mr. Cotzins. Would you have any figures which would show that 
Canadian barley has displaced the American barley, and forced the 
American barley to go under loan? 

Mr. Henpricxson. It is obvious that because the greater volume 
goes under loan, that is where the United States barley is going. At 
least one of the members, the Farmers Grain Terminal Association 
of St. Paul, has been a large servicing agent for barley for years, 
and talking to their chief specialist on barley, I was informed that 
the volume of sales he is making, and I suppose it is true of others 
in a similar position, he estimates to be only around 15 to 20 percent 
of what he calls a normal year. In other words, very little is moving 
through because they simply cannot find outlets at all, except for 
feed, and the farmer chooses to put it under support. He can put 
it under support until January 31, and while it is pretty hard to 
guess, doubtless this figure of 32 million bushels which went under 
support may be only one-half of what will go under support. 

Senator Dirksen. You mentioned North Dakota. What is the sit- 
uation in Minnesota and Wisconsin ? 

Mr. Henpricxson. My understanding is that in Minnesota the rate 
is substantially higher, but not quite as high as in North Dakota. 
Perhaps the Department people have figures on that. I do not know. 

Senator Dirksen. Very well. We can add that later. 

Mr. Henprickson. Yes. Because support-price loans or purchase 
agreements can be obtained until the end of January, it is expected 
that the final figure will be very much larger; that, while the major 
markets for barley in this country are preempted by Canadian im- 
ports, CCC will prove to be the chief market for United States pro- 
ducers of malting grades of barley. 

This is undesirable because of the cost to the Government and also 
because the purposes of the congressional price-support programs 
are in part defeated by making them serve as magnets for imports. 
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The use of section 22: There is available, as a result of congres- 
sional enactment, a procedure to meet this situation This is incor- 
porated in section 22 of the Agricultural Adjustment Act, as amended, 
considered at great length by Congress on several occasions. 

Section 22 in effect provides that when it is believed that a commod- 
ity, such as barley in this case, is being imported and is practically 
certain to continue to be imported into ‘the United States, and there- 
after under such conditions and in such quantities as to render or 
tend to render ineffective or materially interfere with the price-sup- 
port operations undertaken by the United States Department of Agri- 
culture with respect to that commodity or to reduce substantially ‘the 
amount of products processed in the United States from the domesti- 

cally produced commodity, an import quota can be placed in effect. 

The procedure requires that, first of all, an investigation be made 
by the United States Department of Agriculture; that, if the danger 
from imports is found to exist, the Secretary of Agriculture is then 
authorized to advise the President of his belief; and that the Presi- 
dent may then direct an investigation to be made by the United States 
Tariff Commission. 

Senator Dirksen. There has to be a finding under section 22? 

Mr. Henprickson. That is right. 

Senator Dirksen. Has such a finding ever been made? 

Mr. Henpricxson. To my knowledge no such finding has been 
made unless something has been done by the Department. "No recom- 
mendation from the Secretary of Agriculture to the President has 
been forthcoming thus far, to my knowledge. 

Mr. Supres. That is correct. 

Mr. Henpricxson. Such investigations have been made in the past 
for a number of commodities, including cereal wheat, cotton, and oats. 
One is now underway in connection w ith rye. The Tariff Commission 
then reports its findings and recommendations to the President. 

This remedy seems particularly appropriate for the barley situa- 
tion where the tariff has been reduced one half since 1930 to the present 
rate of 714 cents a bushel and where the price-support program is now 
being forced to carry the burden of providing the principal outlet. 
for producers of malting premium barley while the domestic needs 
are being increasingly met by imports from Canada under a system 
of mi arketing which is, in effect, a Government monopoly there. We 
do not dispute the right of Canada to organize its marketing system 
in any way it desires, but the consequences of the system on the United 
States market can no longer be ignored. 

Senator Dirksen. You emphasize malting premium barley. 

Mr. Henorickson. Yes. 

Senator Dirksen. Do your remarks address themselves also to feed 
barley ? 

Mr. Henpricxson. To a much leser extent, because you have a 
somewhat different situation there. There are areas right out here 
in Virginia where I happen to operate a dairy. We produc e barley, 
but not a malting type. We produce a variety strictly for feed. That 
is true, for instance, today in California, which for recent years has 
been the biggest barley producing State, even running above North 
Dakota. But that is mostly feed variety. Interestingly there has 
been an outlet for export to Korea, where they used barley for human 


food. 
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Qualities and quantities are sufficient. The United States producer 
has many times in the past proven capable of meeting all or practically 
all of the domestic requirements for malting and pearling types of 
barley. 

Indeed, there have been situations in the past where the Commodity 
Credit Corporation has acquired considerable quantities of barley at 
the feed price and later sold into the malting market at substantial 
premiums the barley required by the domestic malting industry, at a 
profit to the CCC. 

It is not logical, however, to expect United States producers to ig- 
nore the price-support opportunity at the present time because Canada 
is offering, and has offered, premium barleys delivered Chicago and 
Milwaukee at prices which are below the support price for those 
points, taking the higher United States freight costs into account. 

That the United States barley is of a quality and quantity suf- 
ficient to meet the needs of malting barley is well demonstrated by 
one of the largest brewing companies, the Pabst Brewing Co., which 
makes most of its own malt and which follows a policy of buying its 
barley supplies from United States producers. This is a blue ribbon 
exception to the policy of most maltsters. United States producers 
are profoundly appreciative. 

This company is one of the few in the industry who apparently ap- 
preciate the fact that, while the tariff on barley is 714 cents a bushel, 
and it takes approximately one bushel of barley to make a barrel of 
beer, the tariff on beer is 83.875 per barrel. 

Freight rate advantages: The present rail freight rate, under the 
rates established by the Interstate Commerce Commission, including 
a 12 percent emergency charge and the 3 percent Fedral transporta- 
tion tax, from Noyes, Minn., or Pembina, N. Dak., to Duluth or Su- 
perior is 38.07 cents per hundredweight compared to the freight rate 
from a corresponding station of the Canadian side (Emerson, Mani- 
toba) of 15 cents to Port Arthur or Fort William. 

Senator Dirksen. Does that 12 percent emergency charge always 
attach ? 

Mr. Henprickson. As far as grain is concerned, we call it a sur- 
charge. It is a temporary rate increase which is being continued in 
effect. It always applied to grain. 

A study of rate comparisons in the United States indicates that 
to move grain, including barley, from various competing points the 
Canadian rate is approximtely 39.5 percent of the United States rate. 
There is no doubtAhis reflects the fact that there have been no freight 
rate increases in Canada since prior to 1940, while since that time there 
have been increases of approximately 75 percent so far as the grain 
transportation costs are concerned in the United States. 

Thus, the Canadian shipper at Emerson, Manitoba, can move bar- 
ley to Port Arthur or Fort William, transfer the cargo to lake vessels, 
pay the duty of 744 cents on entry into the United States at Milwaukee 
or Chicago, and still have an advantage of a net return several cents 
above the United States producers. _ 

Senator Dirksen. What would the figure be in cents? Your dif- 
ference in the illustration is 23 cents on freight rates, and you have 714 
cents for your duty. | . ; x 

Mr. Henprickson. I have worked this out in table 1, Senator. 
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Senator Dirksen. Then just go right on through with your state 
nent. 

Mr. Henprickson. Table 1, which is attached to this statement, 
makes comparisons for a number of points in Canada with adjacent 
omts in the United States. You will notice that the rail rate from 
Pon Arthur to Fort William for a 48-pound bushel is 7.2 cents. The 
transfér charge to get it through intoa boat is3 cents. The lake freight 
is normally figured at about 9 cents from Port Arthur or Fort William 
to Milwaukee or Chicago. That adds up to 19.2 cents in freight. The 
duty is 7.5 cents. That brings the landed cost to 26.7 cents. 

Now, Noyes, Minn., is right across the border and there is no ad 

vantage in going down to Duluth, Superior and transferring for that 
short haul, and your rail rates are competitive with that. So all the 
rail from Noyes, Minn., to Milwaukee, is 29.62. We find that type of 
comparison. I have a great number of points carrying it down fur 
ther. 

‘Taking the last one on the p: ige, you have Morden, Manitoba, where 
is runs 19.2 cents in freight, 26.7 in all, and Walhalla, N. D., which is 
very famous asa center for unusually fine barley, the rate is 29.09. In 
other words, they pay the duty and still have an advantage. 

Senator Dirksen. About 3 cents, is it not ? 

Mr. Henprickson. That is right. Table 2 compares the rates for a 
number of points in the United States and Canada to the Lakehead in 
each county, and employing the rates on a 100-pound basis. That sup- 
ports the evidence I have to the effect that the Canadian rate is ap 
proximately 3914 percent of the United States rate. 

Comparative prices: There has been a sharp decline in the move 
ment of malting and pearling barleys from United States producers 
to United States manufacturers for several years, directly reflecting 
the increase in imports from Canada. This movement has dropped 
off to a small trickle this year, with one member of this federation- 
the Farmers Union Grain Terminal Association, of St. Paul—which 
has in the past marketed large quantities of barley for its farmer 
patrons in the Dakotas, Montana, and Minnesota, finding very small 
outlets this year compared with any past year in its long history of 
serving the farmers. 

The choice varieties, such as Montcalm and Kindred, produced 
a result of encouragement of maltsters and of State and county exten 
sion workers by producers in the Central Northwest, are e ‘ither going 
under price-support programs or being fed on the farms, while the 
same varieties are coming in from Canada to preempt the domestic 
market. 

In the case of pearling barley used for the manufacture of soups 
and syrups, a variety which is grown in western North Dakota and 
eastern Montana—Compana—finds exactly the same resistance because 
of being underpriced by Canadian imported barley. 

It is true that Canada has a large surplus of bar ley, not only at the 
great. terminals of Port Arth ur-Fort William but also backed up in 
the local elevators and on farms. ‘This simply means that, unless some 
defense is erected, the quantities offered to the United States domestic 
market will increase, at an even lower price if that becomes necessary. 
Meanwhile, the United States producer will find more and more resist- 
ance to moving his premium barleys into consumption and must sacri 
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fice malting barley by placing it under the price-support program at 
the feed value and losing forever the premium he should be entitled to. 

Further, this Canadian price can be “rigged” by adjusting the rate 
at which the Canadian Wheat Board orders forward its barley. Its 
manifest interest, in view of the large surpluses of grain in Canada, 
is to find outlets, and quickly, by underbidding competition. 

Its procedure of bringing forward to market step by step the barley 
at whatever speed it chooses to do so in effect determines the supply- 
and-demand situation, thus raising or lowering the price at will. It 
has the earmarks of a dumping operation so far as the movement into 
the United States is concerned. : 

If the remedial action pursuant to the authority established under 
section 22 is not taken in this instance, then we are compelled to urge 
that this committee undertake an investigation to determine to what 
extent his movement comes in conflict with United States laws intended 
to provide protection to our people from surplus dumping activities 
undertaken by other governments or individuals. It is, I believe, the 
appropriate committee to undertake such an investigation and to 
indicate any legislative remedy that may be appropriate. 

The Cuarrman. Have you the letter on the rye investigation that the 
Attorney General wrote us on the antidumping provisions ¢ 

Mr. Conus. It is in the file, Senator; I will get it while we start 
with the next witness. 

The Cuarrman. Very well. We will insert in the record at this 
point tables 1 and 2 mentioned by Mr. Hendrickson in his testimony 
and the letters referring to violations of the antitrust laws. 

(The letters and tables are as follows:) 

DEcEMBER 21, 1953. 
Hon. WILLIAM LANGER, 
United States Senate, Washington, D. C. 

Deak SENATOR LANGER: The Attorney General has requested me to reply to 
your letter to him of November 13, 1953, relating to Cargill, Inc., insofar as the 
antitrust laws are concerned. 

The Antitrust Division has had this matter under consideration and has 
taken preliminary action for the purpose of determining whether or not there is 
justification for more formal proceedings. Two of our field offices have been 
giving attention to the subject. 

Please be assured that, if our investigation indicates any probable violation 
of the antitrust laws, appropriate legal proceedings will be instituted. 

Sincerely yours, 
STANLEY N. BARNES, 
issistant Attorney General. 


NOVEMBER 13, 1953. 
Hon. HERBERT BROWNEL, Jr., 
ittorney General, Department of Justice, 
Washington, D.C. 

My Dear Mr. ATTORNEY GENERAL: Testimony received by the Senate Judici- 
ary Committee, of which I am chairman, as well as numerous complaints trans- 
mitted to me by American farm groups, reveal a shocking disregard of the best 
interests of American agriculture by certain large importers of Canadian grains. 

During the last 3 years large quantities of Canadian oats and rye were brought 
into the United States and sold in the Chicago market at actual losses to the im- 
porters and at prices substantially below the Canadian market value for such 
oats and rye when the costs of importation are added. These Canadian impor- 
tations and sales at losses in American markets were part of a gigantic scheme 
to artificially depress Chicago futures prices and thus create for the importers 
huge and arbitrary profits on speculatively short futures positions maintained 
in the Chicago market. 

These Canadian oats and rye were brought into Chicago when unneeded and 
unwanted at strategiclaly sensitive market periods with the intent and purpose of 
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creating the maximum market price effect. The lowering of Chicago oats futures 
and rye futures prices resulted in a lowering of prices received by the farmers for 
their oats and rye. Price pressure exerted on oats and rye served to weaken 
prices for other grains. 

The American farmer has been substantially injured. Heavy Canadian im- 
portations have forced domestic prices far below parity and even below govern- 
ment price support levels. The Government itself, through the Commodity 
Credit Corporation, will undoubtedly suffer large losses. Testimony of Depart- 
ment of Agriculture officials indicate that much larger quantities of oats and rye 
are going under the Government loan this year as compared with the same period 
in 1952.° At present prices farmers have no incentive to redeem their loans. 
Eventual losses on the large quantity of grain which the Government will thus 
acquire and add to its surplus stocks, could be enormous, 

We have been advised that these importation of Canadian oats and rye and 
sales below Canadian market value for the purpose of distorting and manipulating 
Chicago futures prices violate at least three Federal statutes: 

1. The antidumping provisions of the Revenue Act of 1916 (15 U. S. C. 
sec. 72). 

2. The antitrust laws. 

3. The antimanipulation provisions of the Commodity Exchange Act (7 
U. S. C., sec. 13). 

The Department of Agriculture prepared a report entitled “Investigation of 
Importation of Oats from Canada, 1951-52,” dated October 15, 1952. This report 
found that Cargill, Inc., the largest grain firm in the United States, had imported 
Canadian oats into Chicago and sold such oats at a loss and had by such activity, 
manipulated Chicago oats futures prices downward. This report was filed with 
your Department of Justice with a request for appropriate legal action. A year 
has passed and no action has as yet been taken. 

Here is a problem that requires the mustering of all administrative forces. By 
stopping illegal and manipulative Canadian importations, our agricultural price 
policy will be strengthened. The American farmer will be given protection from 
unconscionable market operators. 

The question of foreign trade, as such, is not here involved. The importations 
of Canadian oats and rye in the past, and currently, are being brought into the 
United States at losses—and dumped in markets where surpluses exist—in order 
to accomplish arbitrary market price influences. This cannot be considered a part 
of honest foreign trade. 

May I respectfully request that you immediately instruct your Department 
of Justice to complete its investigations of this problem and, if the facts are as 
alleged, initiate criminal proceedings for violations of the Antidumping Act, 
Antitrust Act, and Commodity Exchange Act. This must be done at the earliest 
possible moment to aid our present farm support program. 

Will you please advise me of what action is being taken. 

With kind regards, I am 

Sincerely, 


, 





WILLIAM LANGER, Chairman. 
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The CHairman. Do you have any questions, Mr. Davis / 

Mr. Davis. I do not have any questions right now. As far as the 
facts that are presented there, I think that is a pretty accurate state- 
ment, Mr. Hendrickson. I compliment you on it. We do not quarrel 
with the basic facts presented there. 

Would you like for me to comment on this / 

The CHairMAN. Yes, surely. 

Mr. Davis. First, let me say that we are now, and have been, for a 
number of months, in a period in respect to our agricultural produe- 
tion and marketing in which we are confronted more and more with 
a buyers’ market and we are confronted in our support programs more 
and more with the question of imports at prices undermining our sup- 
port program. Section 22 has been in the law for over 15 years, and 
since last January when we came into office there has been more 
eases referred to the Tariff Commission than there was in the total 
15 vears or more before. 

The point 1 am making is that we are aware of this kind of 
problem, and we have had this barley situation under study since 
last spring. We have had a number of meetings on it. 

With respect to section 22, really you come down to one point which 
is your test as to whether you can apply section 22, and that is this: 
Is there or is there not interference or threat of interference with 
the effectiveness of the support program. That is the only issue that 
really is involved in the application of section 22. We have decided 
that there was interference in the case of oats. We decided that a 
number of months ago in a hearing and recommended a hearing before 
the Tariff Commission, and the Tariff Commission recommended that 
action be taken. 

Action was taken, as you know, with respect to Canada first by 
agreement, and then later it was extended to other areas of the world. 
It was a rather complicated picture. 

Senator Dirksen. That was the imposition of a quota on oats? 

Mr. Davis. On the rest of the countries other than Canada. 

Senator Dirksen. Yes. 

Mr. Davis. We also decided some weeks ago that there was inter 
ference in the case of rye, and hearings have been held. The Tariff 
Commission has completed the hearings, and they have notified the 
public that anybody has until February 1 to file briefs. In the case 
of barley, we have not felt that there was actually a case to date. 

The support program on barley is fundamentally a support program 
on feed barley or barley at feed price level, the idea being that malting 
barley in the years when we do have good malting barley and that 
varies by year—some years we have quite a lot of good malting barley, 
and some years it is less, depending on the season—will carry a pre- 
mium, and as long as that premium places it above the feed price, it 
will go into the market for malting purposes. It is only in the case of 
a year when the supply of that kind of barley is so great that there is 
not adequate premium to put it above the support prices that it will 
be placed under loan. 

One fact that was not brought out in the statement of Mr. Hendrick- 
son is this, that at the beginning of this year we had one of the lowest 
carryovers of barley we ever h: 1d. So we did not start this year witha 
large carryover. Our 1947 to 1951 average stocks on hand, July 1, was 
76.3 million bushels. This year it wasdown to 51.4 million bushels. 
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Senator Dirksen. What do you regard as a normal carryover? 

Mr. Davis. Somewhere around 70 to 75 million bushels; and we 
were about 25 million below that at the beginning of this year. So 
there was not, as is true of wheat, a large carryover at the beginning 
of the year. 

Mr. Henprickson. I would like to ask this: Do you happen to have 
the breakdown of the carryover figure as between the malting varieties 
and the feed varieties because my impression is that the carryover 
from the malting varieties is rather high, while the carryover from the 
feed varieties was relatively low. 

Mr. Davis. I think we are looking at this question of whether or 
not there is interference in terms of the kind of support program that 
is operating this current year and it is basically a feed price support 
program. While what you say is probably true, even so I do not think 
it isa material fact in determining whether or not there is interference 
with the program that is in operation this year because this is basically 
a feed price support program. 

You have raised a question there which is another question, I think, 
with respect to malting barley, but I think looking at it in the frame- 
work that exists now that we have to ask ourselves, is this present sup- 
port program being interfered with by imports. Therefore, I think 
this carryover figure of 51 is the one we pretty much have to look at. 

As we see the picture, we have a changing situation in barley. It is 
changing week by week. There are a number of factors that are not 
in the picture with great weight yet, but we are aware of them. One 
of them is the acreage controls on wheat and probably that is going 
to mean a greater shift to barley in another year. I think we have to 
look at that one. But there again you cannot actually go before the 
Tariff Commission and say there is right now interference on that kind 
of ground, either. 

The CHarrman. Why can’t you do that ? 

Mr. Davis. Because there is not any actual threat of this year’s 
program. 

The Cuarrman. But here is a farmer that has 160 acres of land, and 
he can only raise wheat on 30 acres of it. I know of a quarter section 
that happens to have that. The Tariff Commission made up of human 
beings knows that the farmer has to seed rye in the fall or barley in the 
spring and certainly should consider that. There are going to be mil- 
lions of acres of barley seeded in Wisconsin and North and South 
Dakota. 

Mr. Davis. I think we will be in a position to appraise that when the 
intention-to-plant report comes out in March and we can take that 
factor into consideration, and we will have tangible evidence of it. 

The CuarrMan. Will you not be in the same position then that you 
are inright now? Eleven million bushels of rye came in and we have 
raised only 23 million to compete, so there are 11 bushels of rye from 
Canada to compete with our 23. Certainly the Tariff Commission 
ought to realize that barley is going to be seeded. 

Mr. Davis. The point I am making is this, that we are approaching 
what seems to us like a period where while the case we have not felt 
to date is strong enough so that we are justified in going to the Tariff 
Commission, it may well be that situation soon will be different. It is 
changing and we are now beginning to look at the new year. We may 
very well within a reasonable time ask the Tariff Commission to inves- 
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tigate the barley situation. I do not know. But it has not looked to us 
like we had a strong enough case to go before the Tariff Commission 
and win up to date. 

Our estimate is that we will finish this year with a carryover of 60 
million bushels total of barley. 

Mr. Henprickson. You thereby have increased that estimate by 10 
million bushels in the last 2 months. 

Mr. Davis. Yes. That anticipates 35 million imports, which is the 
figure you used. 

Mr. Henprickson. Yes. 

Mr. Davis. We started this vear with 51 million bushels carryover, 
and it looks like we will end it with about 60 million left over, and the 
5-year average is around 75 million bushels. All of those are figures 
that have to be taken into consideration in weighing whether or not 
we have a case to present before the Tariff Commission. 

The CuarrMaAn. Are you not overlooking the fact that most of that 
barley is harvested in the Northwest after July 1? 

Mr. Supres. No, we are not overlooking that fact. That is normal. 

The CuatrMan. In other words, you are putting that over to next 
vear ¢ 

Mr. Suppes. The marketing year begins July 1. 

The CrarrMan. The poor devil of a farmer is going to find himself 
in August with a lot of barley on hand and unable to get a good price 
for it 

Mr. Davis. He will have this year’s production, if the weather is 
good, which may be higher than last year, because of the diverted 
acres. We will have a relatively low carryover supply in this country 
in the beginning of 1954-55. Of course, with the support program 
on the basis of feed, barley has to be looked at, I think, in connection 
with corn and oats and rye and all of these other factors, too, and 
that we have tried to do. 

Mr. Henprickson. I am a little surprised at one thing, let me say 
frankly, at your indifference with respect to the loss of this barley 
market. The production of this malting barley has been a very im- 
portant activity in the country and State extension services for years. 
It is a very important source of income as far as the farmers are 
concerned. 

Mr. Davis. It is not a matter of indifference. It is a matter of 
uncertainty. 

Mr. Henprickson. You mean to say that you are afraid that the 
processors of malt in this country may run short of supplies? 

Mr. Davis. No. We are faced with the question, is there or is there 
not interference with the support program as it is set up. We have 
not felt that there was a case. Mr. Suppes here is more familiar with 
these figures than I am. 

Mr. Supres. Despite the sizable imports, they may be 35 or 40, as 
you say—there are already 25 to 26 to date this year—our supplies this 
year are relatively low. They are just about as low as they were the 
year before, which is away below average. That is one of the weak 
spots in this picture in finalizing our recommendation at this time. 
That is also despite the fact that our exports are shrinking away from 
us. Despite all these things, our supplies are rather on ‘the low side 
for barley and our carryover next summer is going to be rather on the 
low side. 

Mr. Henprickson. 60 million bushels. 








6 IMPORTATIONS OF RYE AND BARLEY 


~] 


Mr. Suppress. 7) or 80 would pe a more comfortable carryover, 

Mr. Henpricxson. Of course, out of a carryover a very big per- 
centage is going to be in the hands of the CCC at considerable cost to 
the Government. 

Mr. Surres. That one of our uncertainties. It is true that 32 
million has been put under support, and considerable more may be 
put under by January 1. We do not know today how much farmers 
are going to deliver. Prices would not have to increase very much 

tore for the farmers to redeem their loans. 

Mr. Henpricxson. There is not one single chance of the prices 
trenethening with the tremendous quantities which are backed up 
n Canada, which are available at all times at prices just below what- 
ever the price 1s here, and as a result of a monopoly situation in 





Canada. 

Mr. Surves. That is one of the depressing factors, the backlog in 
Canada. 

Mr. Henprickson. It is a dumping program. 


Mr. Suprrs. That is right. The stage is set for possible trouble in 
the future. The only way we differ is concerning the absolute certainty 
it. the present time. 

The CuatrmMan. Cannot there be something done now to prevent 
that dumping? 

Mr. Surres. The only procedure that we know of is through 
ection 22. 

The Cuatrman. That is the only way we can do it 4 

Mr. Supres. That does not always move slow, however. Sometimes 
that procedure is quite slow; it takes 2 or 3 months. Sometimes it 
tukes only 5 or 4 weeks. 

Mr. Cottis. Did not Secretary Benson, when he was testifying 
before the Agriculture Committee last April, concede that there were 
ome defects in section 22, and it ought to be amended to speed up the 
process ¢ 

Mr. Supres. [ cannot say for that. 

Mr. Davis. That is right, and it was amended to give the President 
«xtraordinary powers pending a hearing. 

Mr. Cottrns. To act in an emergency. 

Mr. Davis. He can act during a period pending the investigation 
by the Tariff Commission if he feels that the situation warrants it. 
So far he has not used that power, but it was provided last summer. 

Mr. COLLINS. Is this barley still coming in as of today, or is it 
held up or slowed up because of the lakes freezing over ? 

Mr. St PPES. It is slowing dow hh because of the lake Ss being frozen. 
The majority of it normally moves by water. 

Mr. Couuins. What is the latest figure you have, Mr. Suppes, for 
the total amount that has come in from Canada since July 1, up to 
as close a date to today as possible, and comparing that with the same 
period last year? 

Mr. Supres. Estimating November and December, we think about 
25.8 million bushels have come in. 

Mr. Cotiins. How does that compare with last vear ¢ 

Mr. Suprrs. Last year, 14.4 during the same 6 months, and the 
year before, 8.7. 

Mr. Cotiins. So it is well over a 50-percent increase this year over 
last vear. 
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Mr. Surres. Nearly double. In addition to this 25.8 there is about 
2 million bushels in bond, most of which has come from Canada. 

Mr. Corirns. And as soon as the lakes open up, that could come in 
immediately. 

Mr. Supres. They are already here in bond, and they could be re- 
leased tomorrow or 3 oo from now. We do not know. So you 
might say the total is a round 28 million. That is more than you 
thought. 

Mr. Henprickson. I am plenty optimistic about the quantities 
coming in. 

Mr. Coriins. This has a very definite effect on our price-support 
program, does it not ? 

Mr. Surres. There is no question but that it is a depressing factor. 
We do not attempt to argue that. 

Mr. Cotirs. And there might be need of invoking section 22? 

Mr. Surres. There very well might be. 

Mr. Davis. Yes. In these proceedings, the Department of Agri- 
culture has the responsibility of proving a case before the Tariff Com- 
mission along with help from the trade. But we initiate the case, 
and then we have the responsibility as far as the agencies of Gov- 
ernment are concerned of trying to prove the case. The long and 
short of it is up to now we have not felt that the case was sufficiently 
strong that we could prove it. 

Mr. Conurns. It is not on all fours with the rye situation. 

Mr. Davis. No. 

Mr. Supres. That was an open-and-shut case. 

Mr. Davis. It is being reviewed almost day by day. These are 
some of the men that are reviewing it; that is, this committee within 
the Department. 

Mr. Suppers. We can assure you that we are watching it, and we 
have every intention of moving as soon as conditions justify under 
the law. < 

Mr. Cotiins. These imports that are coming in, are they all feed 
barley, or is there some malting barley ? 

Mr. Surres. The great mé jority is malting barley. We think 70 
or 80 percent. You asked awhile ago as to what the figures are of 
the malting barley carryover. We never have had them. In the 
first place, you cannot define malting barley. Malting barley is 
not malting haley until a maltster buys it and uses it for mi alting. 
He can use low or high grade, depending on supply and _ prices. 

Mr. estencguen. Yes. However, it is easy to indicate the supplies 
by origins and classify it as malting or nonmalting barley. For 
instance, most barleys originating in North Dakota or Minnesota 
would fall in the category of malting barley. It is raised for those 
premiums. 

Mr. Supres. About half of all the barley that goes to market from 
farms is used for malting purposes. It is a very big factor in our 
farming and malting industries. 

Mr. Henpricxson. What I find difficult to comprehend is how 
much evidence is necessary to make a case in connection with section 
22. The mere intention to plant will certainly show an increase in 
barley acreage that is eqhid percentagewise to rye, if not greater. 
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It is only natural that is to be expected. It takes so long for action 
to come about. Even on oats this year, the hearings were held before 
the Tariff Commission in July, and the Tariff Commission had a 
report in September, to be sure, but before any action was finally 
taken under the Tariff Commission recommendations, another record 
quantity of oats had come into the country. I just have the feeling 
that we are going to have the barley producer in this country in 
one terrible tragic situation throughout the harvesting and early 
marketing season next year because his market will again have been 
turned over to Canada. The market he will have will be the price- 
support program. 

Mr. Davis. In answer to your question, I think we have had about 
15 or 17 years of experience under section 22, and I think the record 
pretty well demonstrates that you have to have a pretty strong case 
in order to get the desired finding by the Tariff Commission, and then 
if you want action— 

Mr. Henpricxson. Of course, we feel we have a very strong case 
at the present time, particularly anticipating this acreage increase 
that we are going to have. We will have barley rolling out of our 
ears next fall with no place to go except CCC price support, and 
every bushel that goes there tends to cost the Government money 
and tends to defeat the purpose of price support. 

The CuHarrman. And the newspapers come out, who are opposed to 
the farmer, and tell about the great loss on the part of the CCC 
and the great subsidy to the farmer. 

Mr. Surrres. The CCC has lost very little money on the barley 
support program to date. That is one of the weak spots in this armor. 
It has had to take over very little barley in the last 4 years. It owns 
only about 450,000 bushels of barley today. We have weighed the pros 
and cons and we feel at this moment our case is not quite watertight. 

Mr. Cotiins. What would you have to have, Mr. Suppes, to make a 
strong case as far as barley is concerned 

Mr. Supres. We would have to know with some certainty what our 
1954 production is going to be. 

Mr. Cotiins. Production is one point. 

Mr. Surres. We are almost certain that there is going to be a 25- 
percent expansion in seeded acres but we do not know what the growing 
weather is going to be. There might be a big crop failure in barley. 
We, at the Department of Agriculture, have to confine ourselves to 
the terms of section 22. We have to be practically certain that there 
will be material interference with the program or operation under- 
taken by the Department of Agriculture. We cannot go outside of 
those terms. 

Mr. Cotirns. But you can take into consideration what you feel are 
unusually heavy importations. That is part of the picture. 

Mr. Surres. We are well aware of the heavy importations. But we 
say despite that our supplies are rather short this year. 

Mr. Davis. We own only half a million bushels. The carryover at 
the beginning of this year was low. The carryover at the end of this 
year is going to be lower than the average. While it is true that the 
acreage may be up and then if the weather is good we will have a heavy 
production, in another year we will probably be in serious trouble, but 
we are 4 or 5 or 6 months from the time when those imports will be 
actually coming forth. We cannot as of January make a case on that 
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basis according to the experience that we have had in making these 
kinds of cases. That is about the long and short of it. 

The Cuatrman. Cannot the farmers be protected? If there is a 
shortage in the crop, certainly Canada will always be glad to send 
their barley here. They have it there and have no other place to send it. 

Mr. Supprs. Yes; they have. The majority of their outlets are other 
than the United States. It is not like rye or oats where there is virtu- 
ally only one outlet, the United States. Three-fourths of their outlets 
for barley are in countries other than the United States. 

Mr. Henprickson. Of course, Mr. Chairman, I think there is a 
tendency as you view this matter in the Department to overlook one 
of the secondary provisions of section 22, which has also as a responsi- 
bility of the Department of Agriculture to take account of this fact of 
where you are threatened with reducing substantially the amount of 
products processed in the United States from domestically produced 
commodities. This market for malting and pearling barley is about 
75 percent taken over by the Canadian product. What do they have 
to do before we invoke that particular provision? Does it have to 
be 90 or 100 percent ? 

Mr. Surres. We will readily grant 

Mr. Henprickson. I think you are viewing this as a feed problem. 
The areas we are talking about are malting barley. I know why you 
do not have a support price on malting barley. It is impossible to work 
one. You cannot do it because there is no standard to measure by. It 
is a fact, and a glaring fact, that the barley being used in the malting 
and food industry is practically all coming from Canada today. 
Therefore, our percentage of that market is gone. 

Mr. Surres. We use about 90 million bushels of barley for malting. 
Of the 3) million that come in, we will say that three-fourths of it will 
be malting, so 22 million will be malting. So you might say 20 out of 
90 million is very probably Canadian barley in the malting industry 
this year. 

In previous years it has been 5 to 10 percent. 

Another one of our blind spots we might emphasize or repeat— 
we have already said it—is that even though farmers have placed 
large amounts of barley under price support, they might still redeem 
and not deliver. That has happened many years in the past on various 
commodities. Farmers play safe and avail themselves of their price- 
support privileges and the market goes up and they are able to redeem 
and not deliver. The spread between price support and national 
average farm price today is only 9 cents. The effective spread is 
only about 5 cents. So theoretically if the market goes up only 6 or 
7 cents, farmers would be in a position to redeem. Undoubtedly 
much of this large amount under support would be redeemed in the 
light of our rather tight supplies and our rather tight carryover 
before the new crop hits us. 

Mr. Corns. Speaking of placing barley under loan, Mr. Suppes, 
suppose you have out in North Dakota or Minnesota, a farmer who 
is raising barley for malting purposes—high quality malting barley. 
He finds that he cannot get his price at the market. 

Mr. Supres. You mean cannot get the usual premium of 40 or 50 
cents over feed prices ? 

Mr. Coti1ns. When he puts that under loan, he gets the feed price? 

Mr. Supres. That is true, and unfortunately true. 
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Mr. Couirns. So therefore that is an inequity in forcing that farmer 
who is raising high quality barley when he finds that he has to put 
it under loan at the barley feed price. 

Mr. Davis. What you say is true, and I would not quarrel with the 
fact you are bringing out, but you see the question we are dealing 
with here under section 22, are the imports interfering with the sup- 
port program’ That does not quite include the point you are making. 
We do not argue that the point you are making should not be taken 
nto consideration and does not have merit. 

Mr. Cotiins. But there is an inequity present and how can you 
cure it? 

Mr. Suppers. That is true. The support program is not rendering 
the service we wish it were. Under the section 22, we are still not 
“practically certain” that the program conducted by the Department 
will be materially interfered with. 

Mr. Cottins. But you are keeping your eye = it. 

poo Supres. Yes, we are. We think we may be headed for trouble. 
If we have average weather and things work out normally, we are 
he rte for trouble. 

Mr. Davis. As I see it, Mr. Chairman, our difference is not one of 
philosophy or feeling for the farmer: it is just a question of whether 
or not a case exists now to warrant action under section 22. We feel 
we must have a pretty strong case when we go before the Tariff 
Commission, as experience has shown. The stronger the case, the 
quicker you can usually get action. We are approaching a situation 
that is getting worse. I think it is accurate to say as time goes on 
and we face a new year, it is one we want to watch and we are going 
to watch. But up to now we have not felt that we had a case strong 
enough to win within the framework of operations of section 22. 
That about summarizes it. 

Mr. Surres. I might say, Senator, we have given you a copy of all 
our statistics brought up to date. So you are free to keep that as a 
part of the record, and use it in addressing any questions to us that 
you see fit, now or hereafter. 

Mr. Davis. We are glad to have this chance to come up and explore 
this with you. 

The Cyatrman. It does seem too bad that it is so hard to convince 
the Tariff Commission. I kind of wish you fellows were the Tariff 
Commission. 

Mr. Suprrres. We will have our first crop outlook report in March. We 
will not have the first actual crop report until July. But we will have 
many reports from the field that will indicate weather conditions and 
probable yield. I would say by April or May we will have a pretty 
clear pie ture of what we are he: ading into. 

Mr. Cotiins Just about the time the lakes open up. 

Mr. Suprrs. Yes: about the middle of April. 

Mr. Cottins. I have no more questions, Mr. Chairman. 

The CratrMan. I think that is all. T want to thank you gentle- 
men for coming up. I am delighted to know you are watching the 
situation so carefully. 

Mr. Suprrrs. We will keep in touch with you. Senator, and advise 
you of any significant changes. 

(Thereupon at 11 a. m. the hearing was concluded.) 
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(The following communication is made a part of the printed record :) 


NATIONAL FARMERS UNION, 
Washingion, D. C., January 20, 1954 
Hon. WILLtaM LANGER, 
Chairman, Senate Judiciary Committee, 
Senate Office Building, Washington, D. ¢ 

DEAR SENATOR LANGER: Owing to the pressure of other duties and commit 
ments it was impossible for me to attend the hearing of your committee on bar- 
ley imports. However, I do want our views to be considered by your committee 
and by the general public. 

I note that the Department of Agriculture has refused to give this problem 
sufficient consideration at this time to initiate any move to urge the Tariff 
Commission to study the problem or to take any action relative to it. With 
farmers receiving only 88 percent of rollback parity for their barley, this delay 
and waiting to complete further studies in the Department of Agriculture is 
without justification. One can but wonder, in view of the recent administration 
recommendation favoring the sliding scale, if maybe the Department is not 
planning to wait to move on the barley situation until after the price drops 
below 75 percent of parity. 

It is my understanding that barley imports from Canada are twice as high 
this year as last. Farmers are putting four times as much barley under the loan 
this year as last. Even then, however, the Canadian imports and the failure of 
the administration to solve the storage problem are requiring farmers to accept 
less than the legal support level for their barley sales. On the face of it these 
delays in referring the import problem to the Tariff Commission as required 
by section 22 of the agricultural adjustment law and failure and delay in con- 
nection with the storage program appear to be a deliberate attempt to put the 
sliding scale into operation in the absence of legislative authority to do so. 

The parity price of barley is now calculated on the new rollback formula. 
This means that when deliberate or ineffectual actions by the Seeretary of 
Agriculture allows the price of barley to fall below 100 percent of parity, this 
lower market price becomes a permanent part of the price record which goes 
into the calculation of the moving average. This means that a price in 1953-54 
of only 83 percent of parity for barley will cause a progressive lowering of the 
barley parity price itself each year for 10 long years. 

I urge your committee to make a full investigation of this condition. The 
appropriate means of curing these problems is the enactment of a law that will 
support the prices of barley to American family farm producers at 100 percent 
of parity with the international exchange of barley governed under a negotiated 
international agreement similar to the International Wheat Agreement, in the 
extension of which last year you played such an important part. Such nego- 
tiated international commodity agreements should be buttressed by the establish- 
ment of a negotiated international raw materials reserve or pool similar to the 
setup that would be provided by enactment of the international food reserve 
resolution that you and 23 other Senators introduced last year. 

The farmers of this or no other country should be required to carry the full 
burden of international good will. Through negotiated international agree- 
ments entered into and administered with intelligence and cooperation these 
problems can be solved satisfactorily to all concerned. 

In the absence of such intelligent international action, the only course open to 
American family farmers and their friends in the Congress is to demand that 
no imports of barley be allowed to enter the United States at any time when the 
domestic price to American farmers is less than 100 percent of parity. 

I thank you for this opportunity to make known our views on this important 
problem in this way. I request that you insert this letter in the record of your 
hearings. 

Sincerely, 





JoHN A. BAKER, Assistant to the President 
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